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Submarine Navy 








Young Bill Slater, part-time student in a special training program of the South Bend school system, is also learning to be an expert Studebaker millwright under his father’s eye 


There’s nobody like a boy’s own father to 
school him in Studebaker craftsmanship 


ou start noticing how smoothly 
i tac cadicsgieriehincsetiekiset 
week you’re a Studebaker owner. 

Every mile brings you further 
proof that the right kind of people 
must have built your car. 

The right kind of people did. Peo- 
ple such as the Slaters, above pic- 
tured—folks solid and wholesome as 
your best friends and neighbors. 

Their sense of responsibility does 
something out of the ordinary for 


every Studebaker—keeps it running 
dependably for no end of time. 

The automotive world calls this 
special something— Studebaker 
craftsmanship. But it’s more than 
precision and deftness. It’s pride. 

It’s young Bill Slater eagerly put- 
ting in three years of apprenticeship 
with his father. 

It’s dozens of other such young- 


Studebaker’s really rolling today as 
never before in its 98-year history. 
The men who man the shops and 
assembly lines add luster to Stude- 
baker’s reputation, hour by hour. 


STUDEBAKER 


Builder of trustworthy 
cars and trucks 


Studebaker Corporation, South Bend 27, Indiana, U.S. A. 
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You ean’t eat hate 


their success in destroying the rich. They 
boast that whereas, before the war, 11,000 
English families had incomes of $20,000 or more, 
now the number is down to 250. Does the 
working man get enough satisfaction from that 
foolish boast to make up for the more and better 
food he used to get under capitalism—but hasn’t 


a SOCIALISTS in England gloat over 


seen since? 
Mussolini stole from the rich to “give” to the 


poor— but gave away the poor man’s country 
in the bargain, just to keep himself in power. 


The communists destroyed the‘vast estates of 
Russia. Is just the knowledge of that destruction 
sufficient recompense for the shame of slavery, 
the starvation of black bread, the nationalization 
of their sons and daughters? 


Hate is always an expensive luxury. But it is 
the only reward that communism and socialism 
offer their bleak, blind dupes. 
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News within the News 





AUSTRALIA TURNS TO THE MIDDLE—First New Zealand and now Australia has 
turned away from a Labor Government. Here is a U. S. News & World Report 
interview, conducted by overseas telephone and radiogram, explaining Aus- 
tralian trends from viewpoints of those who won and those who lost.......... -..42 


CIVILIAN CONTROL OR MILITARISM?—Peace treaties remain unsigned. Allies have 
broken apart. Postwar world still worries about war. Result: Huge defense 
costs. Presented here is the full text of a report of the Committee for Economic 


Development, outlining postwar dangers to security and plans for action.... 


BETTER DEAL FOR INVESTORG........ P29. 
Dividends show signs of a slowly rising 
trend for 1950. Stock Exchange is more 
active. Prices of common stocks are near 
a 19-year peak. Business outlook seems 
adequate to support the judgment of in- 
vestors. This article explains the trend— 
in dividends, stock prices and profits. 


U.S> PORICY- ABROAD. .....00800500- P. 16 
Yes, U.S. moves on the world stage are 
hard to follow. Washington helps Tito, a 
Communist, but looks down its nose at 
Franco, an anti-Communist. It opposes 
totalitarianism, but has relations with 
Peron, a totalitarian. There are reasons 
for these policies, and no easy explana- 
tion. This article gives the replies of pol- 
icy makers to some pertinent questions. 


ROCKETS CAN HIT AMERICA......P. 21 
The rocket-launching submarine is a new 
jolt to U. S. security. Much of the factory 
area of the East Coast could be attacked 
from the seas in event of a new war. A 
further complication is the size of Russia’s 
submarine fleet, now the largest in the 
world. 


AIR SAFETY NEAR RECORD........ P. 24 
Despite several bad crashes, air travel is 
not far from the safety record. Mechani- 
cal equipment of planes and airports has 
improved. Automatic controls reduce 
human error. Weather still is big danger. 


PERLE MESTA: DIPLOMAT............ P.£25 
Luxembourg is a small country, but it is 
taking on a new importance for the U. S. 


P. 36 


Noted Americans have been visiting the 
country in droves, Part of the interest is 
Perle Mesta, the new Minister, but also 
there is the feeling that Luxembourg is 
showing in miniature the problems that 
all Europe is to face. 


MANCHURIAN SECRET: INDUSTRY..P. 28 
The Iron Curtain of the Far East has 
clanged d-wn. And yet a few glimpses 
behind the curtain show that plans for 
the future are big, even though accom- 
plishments are small. Chinese Commu- 
nists want to make Manchuria the indus- 
trial heartland of the Orient. 
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HE BRINGS AN ARMFUL 
or Courtesy Too 


The man who comes to install or 
repair your telephone brings something 
more to your home than equipment, 


tools and efficiency. 


He brings courtesy and consideration 
and a genuine desire to please. 

He treats your home and the things 

in it as carefully as though they were 
his own—cleans up and puts everything 
back in place when he’s finished. 


He brings along the realization that 

he is the representative of thousands of 
telephone men and women you may 
never see—all working together to 

give you friendly, constantly improving 
telephone service at reasonable cost. 











It pays to 
do business 
in New York 


State! 


There’s a rich consumer market 
awaiting youinthe Empire State. 
The income and savings of New 
York State residents are the 
highest in the United States. 
Write for more facts to: N. Y. 
State Dept. of Commerce, Room 
235, 112 State St., Albany 7, 
New York. 














Changes of Address 


Notice of change of address should 
be sent not less than two weeks 
prior to the date change becomes 
effective. Send the address at 
which copies are now being re- 
ceived and the new address at 
which you wish to receive copies. 


U.S.News & World Report 


Circulation Department 
435 Parker Ave., Dayton 1, Ohio 
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SPRINKLERS 





Most FIRES are Night FIRES 


Statistics show that most FIRES 
occur when help is away...a 
fact that emphasizes the need 
for GLOBE Sprinkler protection. 
GLOBE Sprinklers are always on 
duty...always ready for action. 
GLOBE AUTOMATIC SPRINKLER CO. 


NEW YORK... CHICAGO... PHILADELPHIA 
Offices in nearty all principal cities 


THEY PAY FOR THEMSELVES 








—___The March of the News___ 


Spruced up. U.S. Congressmen, getting 
ready for another session, last week could 
find very little to look forward to with 
pleasure. But there was this, at least: 
their quarters in the National Capitol will 
be more attractive and comfortable in 
1950 than they have 
been in many a year. 

Both Senators and 
Representatives will 
be back in their old 
chambers, a welcome 
change from the 
cramped, noisy meet- 
ings they held in 
makeshift headquar- 
ters during the closing 
months of the 1949 
session. The Capitol 
has been all dressed 
up for them. 

Cone is the maze of 
steel girders that supported old ceilings 
for years; gone, too, are the dull lights 
and poor acoustics. Brightly lighted, 
soft-tinted domes have replaced the gird- 
ers in both chambers. They are surround- 
ed by wall panels of blue, cream and 
gold. The whole thing gives an appear- 
ance of spaciousness that didn’t exist 
before. 

Capitol architects are fairly certain that 
neither tourists nor many of the members 
of Congress will recognize the old place, 
and the redecorating job isn’t done yet. 
Last week, with the new domes in the 
Capitol in place, workmen got to work on 
another big job—digging for a new foun- 
dation under the White House. 


Mechanical brain picker. Among their 
early-arriving Christmas cards last week, 
millions of Americans found 
their annual Christmas present 
from the U. S. Treasury—a bun- 
dle of blanks for figuring next 
year’s income tax return. And, 
for many of them, the Treasury 
had still another surprise. 

Ready for use is a robot ma- 
chine that can compute and 
check an income tax return 
faster than the average tax- 
payer can worry about where 
to get the money. Employes in 
the Internal Revenue Depart- 
ment call the machine the “Big 
Brain.” With a push on a start- 
ing button, the device will fig- 
ure up adjusted gross income, 
exemptions, deductions, pre- 
payment credits, determine 
the taxable income and calculate the 
combined normal tax and surtax—all in 
1/70th of a second. 

The first test machine will operate in 
Cleveland. Twelve others are on order. 
How does all this affect the average tax- 





SENATE CHAMBER 
From top... 


—_ & Ewing 
WHITE HOUSE 
. .. to bottom 





payer? Well, if the machines work out 
they will do most of the bookwork jn 
the future and the Internal Revenue 
employes who now do such things will 
be transferred to front-line duty—tax 
collection and enforcement. 


Scottish Scotch. As 
much as any other one 
thing, members of the 
British Government 
concern themselves 
these days with ways 
and means of getting 
U. S. dollars into their 
hard-pressed country. 

One day last week 
a member of Com- 
mons hit upon what 
he thought was a 
happy idea. One Brit- 
ish product that al- 
ways finds customers in the U.S. is 
Scotch whisky. Why not double the price? 
The Secretary for Overseas Trade thought 
the suggestion over, then decided against 
it. His reason: Scots could be counted on 
“to get the highest possible price” for 
their whisky without Government help. 





—Harris & Ewing 


Bathless Friday. New Yorkers found 
themselves in an unusual plight that is 
almost humdrum to millions of Americans 
in the West. In spite of warnings and 
regulations, the big city was running out 
of water. 

To conserve the precious liquid—made 
scarce by a drought—the city asked den- 
tists to turn off the water in their chair- 
side basins, told its citizens to patch up 
leaky plumbing, cut down on their laun- 
dry, finally decreed a “bathless Friday.” 
By drinking one less glass 
of water, New Yorkers could 
save 500,000 gallons of water 
a day. But, even with such 
economies, the city had less 
than a two-month supply of 
water on tap. 


President’s Christmas. Sun- 
tanned and rested, President 
Truman took his last few swims 
in the warm waters of Florida 
before heading back to the 
more Christmaslike weather of 
the North. He was well pleased 
with his winter vacation. He 
had managed a lot of relaxa- 
tion, and succeeded in getting 
a lot of work done, too. 

The President planned to 
spend Christmas at his home in Inde- 
pendence, Mo. From there he will di- 
rect the lighting of the White House 
Christmas tree. Then Mr. Truman will 
return to Washington and to the desk he 
last saw more than a month earlier. 
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~ Wage-price spiral upward is not now to revive. Steel-price rise is not 

sa the start of a whole new cycle of inflation, with prices chasing wages higher. 
their Price trend is up, slightly. Wage trend is up, moderately. 

intry, Turn down in prices, except for foods, farm products, seems halted. 

week Price stability, with the tone firm to a bit higher, is most likely. 

a Steel, higher in price, will add to costs for many. Competition, however, 
sod will act often to keep costs from being passed on, to check price rises. 

Brit- Higher prices for steel reflect strike-created shortages of steel as well 

t al- as higher costs due to strikes in steel and coal. Price rise will make it easier 
S. is for companies to allocate available steel, will tend to check a present scramble 
rice? to get in ahead of a rise. Price decline, of modest proportions, is not 


noe unlikely before 1950 is over or even half over. 
d on 
* for Auto prices early in 1950 won't be cut much, if any, for most models. 


help. Price rise in autos, if one occurs, will be small. Tire prices are up. Metals 
are firm or a bit higher. Wage costs are high, but productivity is rising. 

— Autos in 1950 will reflect intense competition in price policies. 

He. Building costs are pointed up. Lumber is higher priced. Cement is firm. 
and Steel now is higher priced. Plumbing, heating equipment is firm in price. 

r out Labor costs as much or more. Yet selling prices probably won't change much. 
Profit margins often will have to be squeezed to move the houses. 


ae The time when anybody could ask any price, and get it, is gone. 


hair- 
1 up Cost of living in 1950, actually, is probably to ease a trifle. 


aun- Rents are somewhat higher. Utilities cost a little more. Fuel costs as 
ay.” much. Housefurnishings are costing a little more. Clothing is firm in price. 
a Food, however, is cheaper, and food is the biggest budget item. Meats are 
aa down substantially in price. Eggs are off. Fruit juices are abundant. Canned 
uch goods, of most kinds, are no higher priced and some are cheaper. \ 
less Cost of living is likely to edge down a very little. Cut in excise taxes, 
r of when it comes, will mean a Saving to consumers. 

Wage demands will reflect living-cost trends. Wage issue in steel, in many 
other industries now is closed until 1951. Wage trend will be upward, but quite 
slowly. Relative stability is more probable than wage spiraling. 









































un- 

lent 

1ms 

rida Pricing in first half, 1950, will be influenced by 2.8 billions in refund of 

the insurance premiums to veterans. Veterans will be in a spending mood. 

fee If past experience is a guide to how veterans spend "found" money: 

He “Clothing, shoes for the kids, new suits, dresses, other "nondurable" 

xa- products, plus food, will soak up about 1 billion of the refund money. 

ing Savings, payment of old bills, payment on debt will take 300 million. 

Autos, refrigerators, furniture, other "durables" are likely to get a 

- windfall of about 750 million dollars. That includes spending for repairs on 

di- the house. Part of that money would be for down payments, with actual spending 
to be greater, as the veteran borrows on an installment-credit basis. 


use 
vill Checks will flow out from January through June. Check totals will range 
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NEWSGRAM--TOMORROW-~- (Continued) 


from a few dollars to as much as $300. There will be many small amounts that 
will tend to be used for purchase of clothing or of less-expensive items. 


Excise tax cut, coming, will be like price cut. 

Cut in excises, now in sight, will save consumers 700 millions or more. 

Cigarettes: No cut. Beer: No cut. Liquor: No cut. 

Furs: Cut in tax from 20 to 10 per cent. Saving: $50 on a $500 coat. 

Luggage: From 20 per cent to 5. Saving: $6 on a $40 item. 

Diamond ring: A $600 ring, including tax, can be cut to $550. Jewelry: Tax 
now 20 per cent would be cut to 10. Perfume, other toilet preparations: Tax of 
20 per cent would go down to 10. Camera: Cut from 25 per cent to 10. A camera 
costing $75 now could be offered for $66, for a $9 saving. 

Movie, theater tax, now 20 per cent, would go to 10. 

Railroad, bus, air-line ticket could cost less. Saving on long trips then 
would be substantial. Phone bills would come down. 

Excises are almost sure to be reduced in 1950. Pressure for reduction is 
building up, is too great for Congress to resist. Cuts, when made, are to be 
selective, not across the board. Tobacco, liquor taxes, big revenue producers, 
aren't to be touched on basis of present plans. Other consumer taxes are. 

















Cut ahead in excises is to add to budget problems. 

Outgo: 42 billions is the minimum for Mr. Truman's budget. 

Income: To be under 38 billions in year starting July 1, with a tax cut. 

Excise tax cut will be sold on the idea that it will stimulate business, add 
to activity, generate income to tax and thereby increase revenue. Maybe a cut 
might do that over time, but hardly in the first year of the cut. 

A deficit, maybe 4 billions, is indicated for the 1951 fiscal year. 


Choice that Congress is to be forced to make: 

(1) Cut spending drastically; (2) increase taxes on income; (3) accept a 
continuing deficit, or (4) treat loans and investments as something else than 
current expenditures when shaping tax and revenue policies. 


spending cuts will be talked about, but not voted on scale required. 
Foreign aid is to be cut at least 1.5 billions. Veterans may get a bit less. 
Public works will increase. Arms aid abroad will rise. Farm aids will go on at 
about the same level. Military is the field where any big cuts will need to 
center if the budget is to be reduced by billions. Big cuts seem improbable. 

Tax _ increase will be suggested but not voted. 

Budget methods, instead, will almost surely be taken into account. A tax 
increase to raise money to invest in mortgages or in commodities or in loans to 
finance investment-banking operations or trade deals abroad is not to have much 
appeal. About 4 billions in banking operations of Government are to appear on 
the books as current expenses, but won't be regarded by Congress as outlays that 
must always be covered by current taxes to assure solvency. 




















As business moves toward another year: 

People have lots of money and remain in a mood to spend it. Money supply 
remains near record levels. Liquid funds in hands of consumers are immense. 

Auto sales are holding better than almost anyone expected. Autos in 1950 
may come near to the 1949 level of sales. Building boom in residences is going 
Stronger than ever. Industrial building, down, is more than countered by 
building of homes and by public works. Armament business is to rise. 

Spending by Government in first half, 1950, will add to money supply, net. 
Incomes will reach new highs. Demand for goods, almost surely, will break 
records in first half of 1950, with trade totals to set records. 

Price rises, now in sight, are not likely to choke off good times. The 
prospect ahead seems to be for relative stability at a high level of activity. 
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This country is to have its seventeenth 
decennial census taken next year. That 
is required by the Constitution—and it 
has been going on since 1790. Persons 
interviewed by census takers must an- 
swer all kinds of questions, or run the 
risk of sharp penalties for refusal to an- 
swer. That makes it important for every- 
body to know what the 1950 census is 
about, how it will be taken and what sort 
of questions will be asked. 

A flurry of protests is being raised over 
next year’s census. The protests center on 
one set of questions to be asked. These 
have to do with the incomes of American 
families. One person in five is to be asked 
about income. 

There is a claim that proposed census 
investigations about personal income are 
illegal. But officials of the Census Bureau 
insist that there is plenty of basis in law 
for these questions. They point out that 
a question on wages and incomes was in- 
cluded in the census in 1940. Further- 
more, they say that for 100 years the 10- 
year censuses have included inquiries 
about the financial status of the American 
people. 


Just what will census takers want to 
know next year? 

Actually, this is to be three censuses rolled 
into one. So there really are to be three 
different sets of questions. One deals 
with population, another with housing 
and the third question deals with farm- 
ing. General information to be taken 
about everybody include such things as 
name, age, sex, race, occupation, marital 
status, etc. 


Who must tell about his income? 

That question is to be asked of every 
fifth person who is 14 years of age or 
older. The questioning covers three types 
of income for 1949—wages or salary; a 
person’s own business, professional prac- 
tice or farm; and dividends, veteran’s 
allowances, pensions, rents, etc. If a per- 
son says he has income of more than 
$10,000 from any of these sources, he 
will not be asked the exact amount. But. 
where less than $10,000 is involved, he 
will be asked to give the exact amount. 


Must questions on income be 
answered? 

Yes, according to officials of the Census 
Bureau. But they point out a way by 
which a person can avoid making a direct 
answer to the census taker. He can ask 
for a blank form for the question. This 
can be filled out and mailed to the dis- 
trict census supervisor or to the Census 
Bureau in Washington. 
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What happens if a person refuses to 

answer the census taker? 
The usual procedure is for a census super- 
visor to call on the person and try to get 
the information. If that method fails, 
the information sometimes is gotten from 
a neighbor, relative or someone else. 
But Census officials can take drastic legal 
action against anyone refusing to answer 
their questions. 


What are the penalties for refusal 
to answer? 
Legally, a person refusing to answer cen- 
sus questions can be taken into court. 
Conviction can mean a fine of $100 or a 
jail sentence up to 60 days, or both. But 
these stiff penalties have not been in- 
voked in recent years. It is usual for Cen- 
sus Officials to get the information some- 
where else, and not to take recalcitrants 
into court. But the penalties are still 
there if Census officials decide to use 


them. 


Next, what housing questions will be 
asked? 

The housing census is aimed at giving a 
comprehensive picture of housing in the 
U.S. Actually these questions will cover 
everything from the mortgage to the 
kitchen sink. Occupants of every fifth 
dwelling unit will be asked about heat- 
ing, cooking and refrigerating equipment, 
electric lighting, radio and television and 
kitchen sinks. Persons owning their homes 
will be asked the value of the property 
and if there is a mortgage. 


Are farmers to be asked additional 
questions? 

Yes. The most extensive questions of all 

are to be asked of farmers. These are sup- 

posed to give a complete picture of farm 

operations, equipment, production and 

income. 


When does census taking start? 
Starting day is set for April 1, 1950. The 
job is expected to be completed in cities 
and towns within two weeks. But, in some 
rural areas, it is expected to take about 
four weeks. 


What is the purpose of the census? 
One of the main purposes of the 10-year 
census is to check the population of 
various sections. For it is on these popu- 
lation figures that the States figure their 
number of Representatives in Congress. 
But the census figures and statistics, to 
be released in 1950 and thereafter, are 
of importance to many businessmen in 
their planning, as well as to federal, State 
and local government officials. 


We’we Been Askeds 
ABOUT THE 1950 CENSUS QUESTIONS 


Can a person's tax payments, for ex- 
ample, be checked through census 
figures? 

No. The law is explicit on that point. It 
says that census returns cannot be used 
for purposes of taxation, regulation or in- 
vestigation. They cannot be passed 
around by the Census Bureau to another 
agency of the Government. 


Who takes the census? How are cen- 
sus takers selected? 

Census taking, every 10 years, provides 
a spurt to employment for a brief period. 
It takes lots of extra workers. Next year 
there will be 140,000 special “enumera- 
tors,” with 8,300 crew leaders under 450 
district supervisors and 14 field offices. 
Only a small number of these are regular 
census workers. 


Selection of the part-time workers, in- 
cluding actual enumerators, is done 
through district supervisors. They receive 
recommendations from a large number 
of sources, inclutling Congressmen, State 
and local officials and local business 
groups. There thus is some political pres- 
sure behind these jobs. As a rule, more 
than half of the census takers are house- 
wives. 


When are census takers appointed? 
Applications will be received by district 
supervisors after the first of the year. 
Actual selections will be made by or be- 
fore early in March. Census takers are 
to be given a special three-day training 
course. 


How much are census takers paid? 
That varies. They are paid on a piece 
basis, but the individual rate is higher 
in rural areas and lower in thickly popu- 
lated city districts. The average pay to 
be drawn by census takers in the field 
next year will be about $8 a day. 


What will the job cost the taxpayers? 
The 1950 census is expected to cost the 
taxpayers about 85 million dollars. That’s 
the highest price in history, and it is 
about twice the cost of the 1940 census. 
The pay of census enumerators, however, 
will be higher than in 1940, and there 
will be more of them. That is because 
more homes will have to be visited than 
before—about 45 million dwelling units 
and 6 million farms in 1950. In addition, 
the 1950 census takers must count more 
Americans than ever before. That will 
be about 150 million persons. The of- 
ficial population figures must be turned 
over to the President by the Secretary 
of Commerce by Dec. 1, 1950. 
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He “Mattressed” The Swamp=To Take Rails Direct To The Sea! 


They told 27-year-old William Mahone, “It’s 
madness to put rails through Dismal Swamp!"’ Yet 
Mahone’s responsibility was to build a direct rail line, 
80 miles long, from Petersburg, Va., to the Port City 
of Norfolk, and the direct route lay through the almost 
bottomless Dismal Swamp. Ignoring prophecies of 
certain failure, the young construction engineer — 
later to become president of three N. & W. predecessor 
lines — cut a 100-foot swath through the apparently 
impenetrable swampland. He had trees cut, trimmed 
and thrown to the center of the strip so that the trunks 
made a corduroy mattress, upon which he buile an 
earthen embankment. This made a stable foundation. 
Being always submerged, the logs never rotted. The 
roadbed today, nearly 100 years later, carries the 
tonnage of one of the nation’s heaviest traffic railroads 
... the Norfolk and Western. 
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Mahone'’s victory over the swamplands in building one of 
the best sections of rail roadbed in America today, is an early 
example of the Norfolk and Western’s determination to provide 
the most efficient and dependable rail service possible — regardless 
of obstacles. The history of the Norfolk and Western is a 
saga of man’s ingenuity in building a great railroad through 
swamps, across plains and rivers, and through mountains 
- » . reaching from the great Port of Norfolk to the markets 
of the mid-West, and between the North and South, to serve 
the nation with Precision Transportation. This is rail service 
which shippers have learned to depend upon for the fast, 
safe movement of their goods. Precision Transportation is 
the result of the Norfolk and Western’s combination of 
modern operating methods, modern equipment, more than a 


century of experience, plus a traditional determination to serve. 


Norfolk... Westowse. 
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PRECISION TRANSPORTATION 
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1950—BETTER DEAL FOR INVESTOR 
PROMISED BY DIVIDEND PROSPECTS 


Reported from NEW YORK and WASHINGTON 


Times are looking better to 
investors. Prices of common stocks 
are highest since 1946, almost at 
a 19-year peak. 

Dividend payments are up. 
Bigger share of profits is going 
to stockholders. And profits, in 
early 1950, may top 1949. 

Stock market, missed by the 
postwar boom, is active again. 
Many shares have been in a slow, 
steady ‘rise for months. 


Investors in common stocks of U. S. 
corporations, after a hectic postwar 
experience, apparently are in for a 
better deal during 1950. 

Dividend payments, if signs are right, 
will continue in a slowly rising trend, A 
larger share of corporation earnings will 
be paid to stockholders, a smaller share 
kept by the companies. Profits of large 
firms are expected to be bigger in 1950 
than in 1949, 

A revived interest in ownership of 
common stocks is being demonstrated by 
stock-exchange activity and is viewed at 
this time with official favor. There are 
no plans in sight to choke this interest 
by official action. Talk of an excess-profits 
tax is dead. Tax increases on either in- 
dividual or corporate income, when pro- 
posed at the White House, fall with a 
dull thud in Congress. Big strikes are less 
likely to upset earnings in 1950 than in 
1949 and other recent years. Congress is 
getting interested in encouraging, rather 
than hindering, investment in common 
stocks of business enterprises. 

Owners of stocks did not share in the 
postwar boom. They were practically or- 
phans in a period of inflation. Workers 
profited from higher wages, farmers from 
higher prices, business firms from rising 
profits. But dividends lagged behind earn- 
ings, and stock prices actually suffered a 
decline from the summer of 1946 through 
the boom period and up to June of 1949. 

Investors’ attitude toward common 
stocks was affected by high taxes, by the 


DECEMBER 23, 1949 








—Wide World 


BROKER‘’S QUOTATION BOARD 
It shows a slow, steady rise 


feeling that the boom would lead to a 
bust, by unsettled world conditions and 
threats of war, by an ultraconservative 
dividend policy. Common stocks became 
a negligible source of new capital for cor- 
porations. Common-stock financing this 
year provided industry with little more 
than 5 per cent of its new capital. 
What’s happened lately, however, 
indicates a changed attitude toward 
stocks. The tendency to regard corporate 
ownership as an undesirable outlet for 





investment funds no longer seems to 
prevail. Signs of a change in investor 
attitudes come from the prices of in- 
dustrial shares on the New York Stock 
Exchange. 

In June, 1949, when the postwar 
boom appeared definitely to be over, 
common-stock prices hit their low point 
for the year. The Dow-Jones list of in- 
dustrial stocks had an average price of 
161.6. That was the low point after a 
steady 12-month decline in common- 
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STOCK CERTIFICATES 
Investors are more interested 
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Decline in Yield From Bonds . . . Higher Return From Stocks 


Basic data: Moody's Investors Service 


stock quotations. Since then, common- 
stock prices have climbed. 

By December, 1949, stock prices 
reached the highest point since the sum- 
mer of 1946, and, except for that summer, 
the highest point in 19 years. Dow-Jones 
averages passed 198 and continued to 
give evidence of strength. Prices ad- 
vanced 22 per cent in this six-month 
period. 

This stock-market behavior marks the 
first prolonged rise in the industrial list 
since the 1942-46 recovery. Under the 
Dow theory, to which many market oper- 
ators subscribe, this uptrend suggests a 
bull market. That impression recently was 
strengthened when the extended rise 
in industrial shares was “confirmed” 
by a rise in railroad shares. Dow theo- 
rists thus have ground to conclude that 
the long-run trend in stock prices may be 
upward. 

There are other signs to indicate why 
common stocks are getting more con- 
sideration as investments. The chart 
above shows how the return from stocks 
and bonds has been reversed in the last 
20 years. In 1929, for example, an in- 
vestor had to buy $19,190 worth of high- 
grade bonds to realize an annual income 
of $1,000. For the same income, he would 
have had to buy $26,040 worth of divi- 
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dend-paying common stocks at 1929 
prices. Ten years later, the investment re- 
quired for $1,000 of income was about 
the same for bonds and stocks—$26,530 
for bonds and $25,970 for stocks. 

Today the situation is sharply reversed. 
Investors need $34,480 worth of bonds 
to realize $1,000 a year, but they need to 
put up less than half as much for stocks— 
$16,160—to get the same return. 

The price spread between stocks 
and bonds is a sign that people have 
valued safety for their savings ahead of 
earnings from those savings. They have 
bid up the price of bonds until the aver- 
age yield is around 2.89 per cent, against 
5.2 per cent in 1929. They have shied 
away from common stocks, despite high 
earnings in 1948 and again in 1949, so 
that the average yield on 200 common 
stocks has climbed from 3.5 per cent in 
1929 to more than 6 per cent today. 

The strength in bond prices and the 
weakness in stock prices stems in part 
from investors’ memories of the 1929 
crash and subsequent depression. People 
since have sought safety for their capital. 
Yet the experience of bondholders has 
been far from satisfactory. Earnings from 
their investment have declined year after 
year, as low-interest -bonds replaced 
higher-yielding issues, and the dollars 
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they get are worth less because of sharply 
higher prices for goods. 

The earnings record of corporations 
since war ended has shown that fears of 
a severe postwar depression have, to 
date, been groundless. This year cor- 
porations also began to pay a larger 
share of their profits to stockholders. 
And, since midyear, investors have shown 
more interest in common stocks by bid- 
ding up prices. These three parallel de- 
velopments appear to be connected. 

Earnings outlook for corporations 
also promises to support the revived in- 
terest of investors in common stocks. The 
chart on page 11 shows what has hap- 
pened to corporate earnings and divi- 
dends and what may be ahead in 1950. 

In 1939, profits, after taxes, of 200 
large manufacturing corporations, 
amounted to 997 million dollars. Divi- 
dends of these companies totaled 722 
million in that year, Stockholders got 
72.4 per cent of the year’s profits. 

In 1946, profits of the same firms 
jumped to $1,202,000,000 and divi- 
dends rose to 943 million. Stockholders 
that year got 78.5 per cent of earnings. 

In 1947, corporate profits were more 
than double the previous year at $2,521,- 
000,000. Dividends rose moderately, to 
$1,167,000,000. Stockholders in this year 
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Stockholders: Their Income Is Rising 


(Earnings of 200 Large Manufacturing Concerns) 
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received less than half what their com- 
panies earned after taxes. 

In 1948, profits after taxes took an- 
other jump of almost a billion dollars, ris- 
ing to $3,310,000,000. Dividends again 
were held down, rising only 236 million 
to $1,403,000,000. Stockholders got only 
42.4 per cent of what their companies 
earned. 

Those years — 1947 and 1948 — were 
years in which corporations engaged in 
extensive expansion programs and _ re- 
quired large sums to finance them. Most 
of the financing came from profits that 
were plowed back into the business. 

In 1949, profits dropped to an esti- 
mated $3,002,000,000, but dividend pay- 
ments to stockholders continued to rise. 
This year stockholders probably will re- 
ceive $1,578,000,000 in dividends, or 
52.6 per cent of profits. 

In 1950, the outlook is for a rise in 
profits after taxes to $3,179,000,000, with 
dividends at around $1,670,000,000, 
giving stockholders about the same per- 
centage of profits that they are getting 
this year. 

The projection for 1950 accepts the 
opinion of most analysts that business ac- 
tivity, rising now after the steel and coal 
strikes, will continue to rise at least until 
next July. That will mean a high volume 
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of sales and probably higher operating 
profits in that period. Prices are expected 
to be fairly stable, so companies probably 
will not suffer the inventory losses they 
marked off during the first half of 1949, 
when material prices dropped rather 
sharply. 

Around midyear, a summer slump in 
production may develop, but the chance 
of an upturn during the latter part of the 
year appears favorable. Under that trend, 
corporate earnings and profits would be 
higher for next year than for 1949. 

Business outlook thus appears ade- 
quate to support the recent judgment of 
investors on common-stock prices. The 
Dow-Jones list of industrial stocks now 
is priced at a little better than eight times 
earnings and 17 times dividend payments. 
That’s a higher value, in relation to earn- 
ings and dividends, than was placed on 
stocks a year ago, but it is lower than in 
previous years. In 1929, stocks sold at 
19.1 times earnings and 29.9 times divi- 
dends. In 1937, when stock prices were 
climbing, the price was nearly 17 times 
earnings, 22.1 times dividends. In 1946, 
stock prices were above 15 times earn- 
ings and 28 times dividends. 

Another factor that may contribute to 
higher prices for common stocks is the 
possible use of credit in stock purchases. 


Source: FRB through 3d quarter, 1949 
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Investors now may borrow 50 per cent 
of the money they need to invest in 
stocks. That’s the margin required by the 
Federal Reserve Board and is unlikely to 
be changed. Yet there is little credit in 
the market at present. 

In November, members of the New 
York Stock Exchange had borrowed only 
580 million dollars to finance purchases 
of securities, including Government 
bonds. That represented only 0.79 per 
cent of the market value of stocks listed 
on the New York Exchange. In 1929, 
loans for carrying securities amounted to 
8.75 per cent of the value of stocks, and, 
in 1937, loans were 1.89 per cent of the 
value of stocks. 

Since money often can be borrowed at 
rates lower than dividend payments, the 
attraction of using credit, to purchase 
stocks may grow. A significant expansion 
in brokers’ loans is possible. 

Stock prices, of course, are subject to 
the whims and judgment of many inves- 
tors, most of whom have not displayed 
confidence in recent years. But, barring 
a crisis in foreign affairs or unexpected 
strikes, the economic climate appears to 
favor a revived faith in U.S. industry’s 
ability to make profits. There is less un- 
certainty now about the near-term busi- 
ness outlook than a year ago. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


U.S. News | 





AUSTRALIA TURNS TO THE MIDDLE 
INTERVIEWS WITH LEADING SPOKESMEN IN AUSTRALIAN POLITICS 





EDITOR’S NOTE: Australia last week recorded 
the overthrow of the Labor Government after 
eight years of power and a landslide victory 
for the Liberal and Country. parties. Coming as it 
did immediately after the elections in New Zea- 
land, where, after 14 years, the Labor Party was 
similarly defeated, the voting shows that the 
peoples of the other democracies of the world are 
interested in these trends. Will it be paralleled in 
Britain in the elections next spring? 

To obtain an analysis of the Australian election, 
the editors of U.S. News & World Report com- 
municated with Richard G. Casey of the Liberal 
Party, who at the time of this interview was ex- 
pected to be the next Minister for External Affairs 





in the new Administration, and with the retiring 
Prime Minister J. B. Chifley so as to get all sides 
of the story. Also the same questions were ad- 
dressed to H. A. M. Campbell, editor of the Mel- 
bourne Age, an independent newspaper of major 
influence in Australian affairs. 

Texts of radiograms addressed to Messrs. Chift- 
ley and Campbell and their replies are printed 
below following an interview with Mr. Casey at 
Melbourne, which was obtained by overseas tele- 
phone and recorded in the offices of U.S. News & 
World Report in Washington. Mr. Casey was 
Australian Minister to the U. S. in 1940 and there- 
after was appointed by Prime Minister Churchill 
to be a member of the British War Cabinet. 








INTERVIEW WITH RICHARD G. CASEY 


[By overseas telephone] 


Q What were the basic reasons for the victory in 
your opinion, Mr. Casey? 

A The election was a landslide. Our party was an 
obscure minority in the National Parliament and now 
we are in a very large majority to put forth efforts 
against Socialism and Communism. There is a very 
definite opinion that a great change has occurred in 
political elections in Australia coming on top of the 
New Zealand decision. It is a heartening thing. Our 
party went to the electorate on a very definite and 
specific policy which was outlined by Mr. Menzies 
[Robert Gordon Menzies, new Prime Minister] in 
considerable detail. 

Q Were the questions of free enterprise prominent 
in your campaign? 

A Oh, yes. 

Q What was the conflict of point of view on free 
enterprise? 

A We are a free-enterprise party and completely 
opposed to socialization. 

Q And that means nationalization? 

A To socialism and nationalization. This does not 
say we are opposed in any way to social services. Mr. 


Menzies said that we would not reduce the scale of 
social services. : 

Q Does it mean that you are looking forward 
to a much more stabilized economy under free enter- 
prise? 

A We are working toward that. We are a young 
country which has to expand very rapidly. The victory 
of our party, I think, bodes very well for improved 
relationship with America. 

Q Do you think that the voters themselves were 
discontented over any particular issues? 

A The issues were quite distinct. We were fighting 
“left-wingism.” And the vote for us and against the 
Labor Government was very definite and very positive 
all over Australia. 

Q Was that true in the cities as well as the country 
districts? 

A Yes, everywhere. 

Q What was the exact nature of that discontent— 
was it due to a fear as to the solvency of the country, 
perhaps? 

A No, it was not discontent as much as fear of 
“Jeft-wingism.” 

Q Fear of the consequences of “left-wingism’’? 

A And the all-powerful state. The theory of “left- 
wingism,” of course, is the all-powerful state. 
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“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 











Ballots went against socialization and nationalization, say the victors—Voters 


wanted a change, the losers declare—Observers believe the trend 


was against bureaucratic controls and arbitrary 


Q Is there any sign that the trade-union movement 
will be any less strong as a result of the election? 

A No, I don’t think so. Except that we hope 
to create conditions under which Communism will 


tbe eliminated in the trade-union systems in Aus- 


ralia. 


Jobs Not an Issue 


Q You had full employment in your country, of 
rourse, did you not? 

A Full employment, yes. 

Q Therefore, it was not a case of discontent over 
bmployment or over wages, either? 

A No. Wages and employment did not come into 
the argument. 

Q So it was wholly on the ideological issues? 

A Well, it was on “left-wingism,” really. We fought 
iligently—fighting Socialism and the relations with 
ommunism. 

Q I suppose the election was a surprise to the peo- 
le, wasn’t it? 

A The size of our win was a surprise, yes. We hoped 
e would win and were fairly sure we would win, but 
ot by such an enormous majority. 

Q Do you think this might be an indicator of the 
way England might go in the coming election? 

A Well, I do to the extent that England, Australia 








bnd New Zealand have all had the same sort of left- 
ing government. And New Zealand and now Aus- 
alia having advanced the same program against 
left-wingism,” I can’t help believing that it will have 
t least some influence on the coming elections in 
ritain. 

Q Of course, in the United States we are not too 
lear as to your fear of nationalization in Australia 
because, while we have heard about the banking na- 
ionalization, we haven't heard of any other. Were 
here others? 

A The Labor Party has tried very hard to socialize 
viation. 

Q I suppose there would be other industries that 
vould be nationalized if they started on one or two? 
A Well, the policy of the Labor Party is nationali- 
ation, and they’ve shown quite a definite side. 

Q Was this the first test campaign on nationali- 
ation? 


rules 


A Yes, it’s the first campaign that has been really 
fought on that subject. 

Q And you distinctly made your campaign on a 
different platform from your opposition? 

A Yes. The Australian people have accepted the 
issue as being nationalization of free enterprise. 
That was fought out on every platform. There were, 
of course, other subjects, but that was quite def- 
initely the principal subject on which the election 
was fought. 

Q Was there unusual interest in the election this 
time, compared to other campaigns? ‘* 

A Oh, yes. It was a very intensely fought election. 

Q Was a good deal of money spent on both sides? 

A Well, I don’t know about that. 

Q In your campaigns you don’t spend much money, 
do you? 

A Not so much, but we had a vast number of 
public meetings all over Australia. 

Q And you used the radio and so on? 

A Oh yes, we hit the radio very, very hard. 

Q How accurate was the Gallup Poll in forecasting 
the results? 

A The Gallup Poll was very close, indeed—within 
1 or 2 per cent. 


INTERVIEW WITH 
J. B. CHIFLEY AND H. A. M. CAMPBELL 
[By radiogram] 


Q Was the “welfare state’ idea repudiated? 

Mr. Chifley: No. All parties in Australia are 
pledged to provide adequate social services, educa- 
tional facilities, health services. The only difference 
between the parties is one of degree. The phrase “‘wel- 
fare state” is not a political catch-cry in Australia as 
may be the case in other countries. 

Mr. Campbell: No. The “welfare state” has come 
to stay in Australia. In this election campaign, Mr. 
Menzies promised to extend child endowment and 
his party has undertaken to prepare for the elec- 
tion in 1952 a contributory scheme of national insur- 
ance and, meanwhile, to try to ease the means test to 
old-age pensions. 

At the 1946 general election, anti-Labor parties 

(Continued on page 14) 
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supported an amendment to the Constitution de- 
signed to give the Commonwealth Government 
unfettered authority to establish services, in- 
cluding medical benefits, and to validate existing 
services which have been imperiled by judgment 
of the High Court. On the issue of the “welfare 
state” the difference between the parties is one 
merely of degree. 

Q In view of full employment in Australia, what 
was the nature of the discontent indicated by the 
election results? 

Mr. Chifley: If there was discontent, it would not 
be related to any one factor. Some voters have 
the idea they want a change but they don’t know 
why. The Labor Government has been in office 
eight years. 

Mr. Campbell: First, a general weariness of a 
party which had been in office eight years. It was a 
completion of the swing of the pendulum which in- 
variably operates in Australian politics, as in most 
other democracies. 


Resentment of Voters 


More specifically, it was popular impatience with 
long-sustained bureaucratic controls remaining from 
wartime, and resentment at rather high-handed use 
of ministerial powers in administration—indiscrimi- 
nate application of the immigration-restriction law to 
Asiatics who had established domicile in Australia, 
regardless of hard cases, is an example of this—and 
resentment also against the arbitrary attitude of Labor 
to the minority in Parliament and its excessive use of 
closure to stifle debate. 

Q Is the trade-union movement politically less 
strong owing to the election? 

Mr. Chifley: No. 


Mr. Campbell: No. While the parliamentary Labor 
Party is based on the trade-union movement, it 
doesn’t draw support exclusively therefrom. It re- 
lies on the middle-class vote, which swings from 
side to side and so makes or unmakes the Goy- 
ernment. The trade-union movement depends for 
its strength on industrial action against employers 
through strikes and other pressures for improved 
conditions and upon the rights it has acquired un- 
der the Australian system of industrial conciliation 
and arbitration. 

These aren’t affected by any political change. Mr. 
Menzies has promised to legislate for the compulsory 
secret ballot in trade unions as a condition precedent 
to a strike. 


Two Views of Nationalization 


Q Was fear of nationalization, as in Britain, a basic 
issue, and how did the electorate react? 

Mr. Chifley: The opposition parties did conduct 
a fear campaign regarding nationalization and yet 
the opposition admitted that any monopoly not serv- 
ing the public interest should be nationalized. 

Mr. Campbell: Undoubtedly the fear of the Labor 
Government’s persistence in its attempt to nation- 
alize banking was a large factor in Labor’s de- 
feat, and Mr. Menzies certainly campaigned on 
the ideological issue of socialism. Yet the alter- 
native in Australia isn’t between free enterprise 
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and a completely socialized state. Mr. Menzies 
hasn’t undertaken to desocialize any existing state 
undertaking, nor could Labor, even had it wished 
to, have converted Australia into a completely so- 
cialized state because there are insuperable consti- 
tutional obstacles, as the attempt to socialize bank- 
ing showed. 

Moreover, power is divided between the Com- 
monwealth and the state governments and it is most 
unlikely that all these seven administrations will ever 
be simultaneously of the same political complexion. 
These checks and balances make for a middle course 
between socialism and free enterprise. 


Change in Handful of Votes 


Q Was there a substantial change in the city or 
country vote or both? 

Mr. Chifley: No. So far the Labor Party has 
polled a larger number of votes than any other party 
throughout Australia and a greater number of votes 
in each of the six states except one. In city and coun- 
try electorates, the change of a relative handful of 
votes would have drastically altered the complexion 
of Parliament. 

The new Government is the first in Australia’s his- 
tory to win without sweeping the most populous 
state of New South Wales. When the last anti-Labor 
landslide occurred in 1931, the anti-Labor parties won 
20 seats to Labor’s 8. In New South Wales, on this 
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occasion, they’ve won 24 to 23. [A redistricting since 
1931 of New South Wales has increased the number 
of seats. ] 

Mr. Campbell: No. In their respective strongholds, 
both sides polled as strongly as ever, with occa- 
sional exceptions, as in the case of Mr. Evatt [H. V. 
Evatt, Minister for External Affairs], whose opponent 
—a young woman who had been in the French re- 
sistance movement during the war—cut his 1946 
majority of 11,000 to 2,000. 

A small turn of 3 or 4 per cent was sufficient to 
effect a substantial change in the balance between the 
parties in Parliament, and the margin between the 
aggregate Labor and anti-Labor votes was narrow. 
Labor got about 47 per cent of the vote and the 
other two major parties, about 49 per cent. In 1946, 
Labor got 53 per cent of the aggregate vote but over 
60 per cent of the seats in Parliament. No electoral 
system reflects the voter’s mind with mathematical 
exactitude. 


Comparison With U.S., Britain 


Q Do you see any parallel in the attitudes of your 
voter groups with those of America and Britain, re- 
spectively? . 

Mr. Chifley: Political events in other countries 
are the concern of the people of those countries. It is 
just as idle for anybody to point to conservative suc- 
cesses in Australia and New Zealand as it is to point 
to conservative reverses in the United States and 
Canada. 

Mr. Campbell: There is no strong parallel with 
America. In Australia we regard the Democrats, un- 
der Roosevelt and Truman, as champions of the 
“welfare state” and the Republicans as defenders of 
free enterprise, but we know there are exceptions to 
this generality. 

In Britain, the Labor voter has much more in 
common with the Australian Labor voter, but British 
Labor, though not nearly as long in office as Austral- 
ian Labor has been during the last 50 years, has gone 
much farther along the road to socialization. The 
Curtin [former Prime Minister John Curtin] and 
Chifley Labor governments disregarded appeals of 
the left wing to socialize the iron, steel and coal in- 
dustries. The railways have been publicly owned for 
all time in Australia, and in recent years the govern- 
ments of the right and the left have socialized such 
undertakings as electricity supply. 

Q What part did the issue of free enterprise and 
Government controls play? 7 

Mr. Chifley: The answer is a matter of opinion. 

Mr. Campbell: A major part. It was the great 
issue of the election posed by Mr. Menzies. While, as 
already explained, he is committed to further state 
activity in the sphere of social services, he will move 
toward removal or abatement of governmental con- 
trols, and a conspicuous feature of his policy will be 
encouragement of free enterprise. 
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U.S. world policy looks all 
confused, tangled up, going off 
in all directions at once. 

Washington rebukes Commu- 
nists in China but befriends Com- 
munists in Yugoslavia. There are 
other conflicts. 

Actually, behind the apparent 
jumble is a plan. Policy makers 
explain how the pieces fit into 
an over-all pattern. 


The way things are going, all over 
the world, people are beginning to ask 
if the United States really knows what 
it is doing abroad, really has a plan 
for foreign policy. 

Attitude of the U.S. Government 
toward world problems is confusing even 
to many Americans. There is a “cold 
war” against a former ally in World War 
II—Soviet Russia. Former enemy coun- 
tries, Germany and Japan, are getting 
back on their feet with U.S. help. Com- 
munists in Yugoslavia, who shot down 
American planes not long ago, are get- 
ting U.S. aid, but anti-Communists in 
Spain are getting none. Socialists in 
Great Britain are getting U.S. help to 
compete with U.S. businessmen in 
world markets. And U.S. policy on 
China seems uncertain. 

To find the pattern in all this, here 
are the policy makers’ answers to the 
questions people are asking about U. S. 
policy abroad, answers given in informal 
replies to informal questions: 


Do we have a foreign policy? 

No, we do not have a single policy to 
provide all the answers to all situations. 
There’s an over-all aim, of course—the 
security of the U.S. We're out to win 
friends and influence people, out to pre- 
vent trouble where we can. But there are 
long-term policies and short-term policies, 
policies for this situation and for that. 
So we just improvise as we go along? 

Not at all. We think things through; 
we try to think of all the angles. It is 
true that we are not and do not want to 
be the dictators of the world, so we 
know we can’t control everything that 
happens. Our policies must be elastic. 
You've got to remember, too, that the 
State Department does not have the last 


16 


U.S. POLICY ABROAD—JUMBLED? 


Yes, But Experts 


word on foreign policy. That’s the Presi- 
dent’s responsibility. Also, Congress has 
a lot to say about it. A great deal to say 
about it. But we do have definite policies 
just the same. 

Isn‘t that helping Russia? 

Maybe. We don’t know yet. But we 
do know that our side lost, that it’s gone 
or so nearly gone that we must write it 
off. The Chinese Communists are run- 
ning things and we will have to recog- 
nize that fact sooner or later. 

Then why don‘t we recognize Franco’s 

Government in Spain? 

We do recognize the Franco Govern- 
ment in Spain—let’s get that clear. We 
have an embassy and consulates in Spain. 
We do business with Spain. But Franco’s 
Government wants us to lend Spain a 
lot of dollars. That’s another matter. If 
we recognize Communist China, for ex- 
ample, it doesn’t mean we must lend 
dollars to the Communists. 

Well, aren’t we helping Tito’s Commu- 
nists in Yugoslavia? 

Yes, we are, but that’s a special case, 
a very special case. You see, all these 
years the Russians have told the world 
that people cannot be good Communists 
unless they obey Moscow. Now Tito has 
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Can Explain Their Aims 


popped up to tell the world that Moscow 
lies. He says he is a good Communist 
and also a good Yugoslav who won’ 
take orders from Moscow or from any: 
one else. That’s just about the worst 
thing that ever has happened to the 
Kremlin. And it’s just about the best 
thing that has happened to a free world 
since the war—in fact, it’s worth all the 
money we spent on the Marshall Plan, 
Well, what’s our most important short- 
term policy? 

That’s easy—to contain Russia. As we 
see it, Russia wants to run the world, 
We want a free world in which govem- 
ments will respect the rights of indi- 
viduals and are something more than 
merely the tools of Moscow or any other 
big capital, even Washington. So we are 
out to prevent Soviet Russia from taking 
over a free world. That’s a world-wide 
policy. 

But aren‘t we in a mess in China? 

We certainly are. We lost out in China. 
The people we were backing simply 
werent good enough. The people the 
Russians are backing did a better job. 
So what's left of our China policy? 

Nothing—if you mean the old policy 
of helping the Nationalists. That’s fin- 
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U. S. policy has an over-all aim... 
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ished. The only thing we can do now is 

to take our losses and, if possible, see 

whether we can do business with the 
winners, with the Chinese Communists 
who won and who are running China. 

What do we care about squabbles be- 
tween Communists? 

We care a lot. Look what is happen- 
ing to Communists everywhere, They all 
have been worried by the idea that they 
must put their allegiance to Moscow 
ahead of their allegiance to their own 
country. Now, Tito says that is all non- 
sense. And Communists everywhere are 
beginning to wonder if they can’t be free 
Communists. 

So we encourage a Communist dictator 
like Tito? 

Certainly. We don’t like the way Tito 
is running Yugoslavia, but at least he is 
not trying to run the rest of the world 
as Stalin is trying to do from Moscow. 
Communism everywhere in the world is 
Stalin’s best weapon. If Yugoslavia holds 
out, Russia may lose that weapon. 

Then why don’t we help an anti-Com- 
munist dictator such as Franco? 
You mean, why not lend Franco dol- 

lars? Well, first of all, Franco Spain is 

not a good risk, as a banker sees it. 

Yugoslavia is a better risk; we stand a 

better chance of getting our money back 

in goods. Secondly, if we take Franco 

Spain into the Western European al- 

liance we may lose a great many Euro- 

pean friends who still think of Franco 
as Hitler’s ally. And another thing, how 
can we convince Western Europeans that 
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we plan to defend their homelands at the 
Elbe or on the Rhine if we retreat to the 
Pyrenees and spend money on Franco? 
What about a dictator like Perén in 

Argentina? 

That’s a problem, certainly. But you 
can’t lay down one law for all dictator- 
ships. We've had differences with the 
Perén Government, but we are co- 
operating with it in many ways, too. For 
example, right now we are working on 
ways to increase Argentina’s sales here. 
Have we given up the Good Neighbor 

policy in the Americas? 

No, indeed. We’re not playing Santa 
Claus to Latin America with outright 
gifts as we did during the war, but we 
are giving them all kinds of help in pub- 
lic health, sanitation, education and food 
production. Our Export-Import Bank has 
lent Latin-American countries about 250 
million dollars, and more is available for 
sound loans, 

But we're still playing Santa Claus in 

Europe, aren’t we? 

No. We're looking at Europe as a Jong- 
term investment. A bankrupt Europe 
would hurt our economy and would fall 
an easy prey to Russia. We want a sound 
Europe, able to defend itself. Once Eu- 
rope is standing on its own feet, we can 
save money on our own defenses, a lot 
more money than we are now spending 
on the Marshall Plan. 

So we build up the British to compete 
with us on world markets? 

Yes, that’s true, but we believe in 
competition. We would rather have a 
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healthy competitor as our ally in world 

affairs than a bankrupt pauper, wouldn't 

we? 

What about the Germans—are we going 
to build them up too? 


Yes, that’s our policy now. There 
was a time when we tried to get to- 
gether with the Russians on Germany, 
but we found the Russians wanted con- 
trol of the whole of Germany. As we 


see it, Western Germany and _ its in- 
dustrial power ought to be an _ eco- 
nomic part of Western Europe, not 
just another Soviet satellite. And we 
don’t intend to let the Russians take 


Germany by default. So we want a 

healthy Germany. 

Does that mean we must rearm the Ger- 
mans? 

No, we think not. Some soldiers say 
we should—they’re concerned only with 
the question of defense if war comes. 
But we're out to prevent a war and we 
don’t think that can be done by building 
up a real German Army. We might give 
the Germans a national police force as 
the Russians have done in East Germany. 
In all this we must think about the 
French, the Belgians, the Dutch, the 
British and all our Allies. 

So, you see, our foreign policy isn’t as 
confused as it may appear. It’s compli- 
cated, certainly, because we're dealing 
with a complicated world. 


The above is an estimate of U.S. for- 
eign policy as seen by the makers, not 
the critics, of that policy. 
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WATER SCARES: WHAT THEY MEAN 


Reported from SAN FRANCISCO, NEW YORK and WASHINGTON 


Water shortages, now causing 
some alarm, are troublesome but 
temporary. U.S. has plenty of 
water to go around. 

Trouble is increased demand. 
Nation used 400 gallons per 
capita daily in 1930. It uses 800 
gallons per person now. 

It is putting a strain on reser- 
voirs, other storage systems. But 
U.S. is not going to turn into a 
series of dust bowls. 


The U.S. is not to turn into a series 
of dust bowls, despite the growing 
shortages of water in many big cities, 
towns, farming areas. U. S., with all of 
its water scares, is using less than 5 
per cent of its fresh-water resources. 

A dry summer-—the driest in 36 years 
and the hottest on record in New Eng- 
land—is raising fears of perennial drought 
and water famine in some places. New 
York City is on the verge of compulsory 
rationing after the drought cut its water 
reserve to one third of normal. Northern 
New Jersey is in a state of emergency, 
with less than a two-month supply of 
water on hand. Many New England com- 
munities were entirely without water at 
times recently and dependent on tank 
trucks for all supplies. 

Nearly everywhere in the U.S., in 
fact, people suddenly are finding that 
water cannot be taken for granted. In 
the West, virtually all river water is allo- 
cated for present and future uses. Un- 
derground water deposits are declining. 

In the Midwest, streams are clogging 
up with waste. Most cities are being 
forced to build larger, costlier water- 
works. In the South and East, growing 
water needs are resulting in strict con- 
servation measures. 

These developments lead people to 
wonder if a permanent water shortage of 
national proportions lies ahead. The an- 
swer is an emphatic “no” from experts of 
the U.S. Geological Survey. They say 
that most localities can expand their water 
supplies to meet vastly larger demands, at 
costs that will not upset the economy. 

Prospects ahead on a national basis 
are summarized as follows: 

In the next few years, local water 
scarcities are likely to increase. The 


18 


country has more than doubled its water 
consumption in the last 20 years, without 
expanding water-supply and distribution 
facilities in like degree. A period of con- 
tinuing trouble is expected until cities and 
States can catch up with needs. If a “dry 
cycle” in Great Plains weather starts in 
1950, as some experts predict, the water 
situation will be critical for many places 
that never worried about water before. 

In the long-term future, plenty of 
water will be found, and ways of renew- 
ing water resources will be put into use. 
The ways of meeting water problems 
have been proved on numerous occasions 
in the past. All signs point to an increas- 
ing use of such methods in the future. 
However, this means higher water bills 
and higher taxes to pay for the big local 
installations required. 

The national situation as to water 
is best explained by referring to a few 
official figures on supply and demand. 

Water demand is growing, faster 
than anyone expected. Estimates are 
that the U.S. was using in the neighbor- 
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YOU CAN WALK ON THE BOTTOM OF THIS NEW YORK RESERVOIR 


TANK TRUCKS BRING WATER TO A PARCHED NEW JERSEY TOWN 


hood of 50 billion gallons of water a day 
in 1930, or about 400 gallons per capita, 
Now the use is around 125 billion gal- 
lons a day, or more than 800 gallons 
per capita. 

Most of this water comes from streams, 
lakes and reservoirs, But a growing 
amount is being taken out of the natural 
underground deposits. The chart on 
page 19 shows how this drain on under- 
ground water is increasing. 

In 1935, about 10 billion gallons of 
water daily came from the nation’s wells. 
In 1945, the amount was twice as big, 
20 billion gallons a day. In 1949, the 
estimate is that at least 25 billion gallons 
a day are withdrawn for use by cities, 
industries and farms. 

Water supply remains enormously 
greater than water use, even so. Esti- 
mates are that up to 500 billion gallons 
of water a day is available from under- 
ground storage deposits. Only a fraction 
of the water potentially available from 
all the streams is put to yise. Water is 
not like some relatively scarce mineral 
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that can be exhausted in supply in some 
foreseeable future. 

Outlook for regions varies widely, 
however. Some few large areas face 
chronic water shortages in the future as 
in the past. Water scarcity in the west- 
ern part of the Missouri Basin, for ex- 
ample, is not likely to be solved by any 
known means. 

There are places, as in the Southwest, 
where water is plentiful now but may be 
permanently scarce soon, after farmers 
“mine” all the irreplaceable ground de- 
posits. Other areas m&y need to hold 
water use to present levels, to prevent 
destruction of wells. During World War 
II, plans for 300 military bases and in- 
dustries had to be modified or abandoned 
because water was lacking at chosen 
locations. 

A few of the other trouble spots around 
the country are described as follows: 

In California, water reserves of the 
West Basin area southwest of Los An- 
geles are being depleted to a dangerous 
extent. Twice as much water is being 
pumped out of the ground as is being 
put back. Salt water is seeping in and 
already has contaminated wells several 
miles inland. 

Geologists say that the only remedy is 
to cut water pumping by 50 per cent. 

In Arizona, the Santa Cruz and Salt 
River valleys are seriously overdeveloped 





as to water usage. Declining water levels 
in large areas and an increase in salt 
content are posing a threat to irrigation 
farming, basis of the State’s economy. 

The Texas High Plains area, south of 
Amarillo, has about 10,000 wells irri- 
gating more than 1 million acres, where 
there were 300 wells irrigating 16,000 
acres in 1934. Replenishment of under- 
ground water is at a fraction of the with- 
drawal rate. 

Ohio River Valley communities for 
years have had local water shortages at 
times. In this region, troubles center in 
industrialized places where factories have 
been pumping out more water than 
nature replaced. Depletion is not as seri- 
ous now as during the war, when more 
industries were running. 

In Michigan, as in many neighboring 
Midwestern States, water contamination 
is a threat to future growth. 

These are examples of situations arising 
in different areas. The problems involved 
are not new. But, in number and extent, 
water shortages are increasing. 

Guarding supplies of water, as a re- 
sult, is becoming a chief preoccupation of 
governments and water users. A federal 
law helps States protect rivers against 
industrial and municipal wastes. At least 
eight have controls on underground wa- 
ter, prohibiting wasteful practices. 
Industries are erecting costly cooling 








towers and treatment plants to make their 
water last longer. 

Federal geologists have their own ideas 
about what needs to be done. 

A water inventory is one goal. Ade- 
quate water data are available for about 
5 per cent of the country; some data for 
about 25 per cent. Many expensive mis- 
takes in waterworks could be avoided, 
the experts say, if communities knew 
more about their supplies. 

At Louisville, Ky., for example, 5 mil- 
lion dollars was spent to avert a shortage 
of well water, needed for rubber-manu- 
facturing plants, during the war. A few 
miles north and south of the city, geolo- 
gists discovered underground water de- 
posits that could have furnished easily 
five times the water needed. 

Enforcement of sustained-yield 
practices in water use also is advocated. 

On Long Island, New York, and at 
Miami, Fla., for instance, ground-water 
reserves were rescued from sea-water 
inundation by strict controls on pumping 
practices. Geologists say that surface 
and underground water supplies may 
last indefinitely, even at higher rates of 
use, with good management. 

Their thesis is that water shortages 
are not to wither an expanding U.S. 
economy. But they concede that it is go- 
ing to take some care and a lot of money 
to solve water problems of the future. 
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Keeping Farm Crops Down: 


Job That Baffles Planners 


Big farm yields are back as a 
major problem. Government is to 
step in, put a limit on amounts 
grown, to avert a farm bust. 

Cotton acreage is to be re- 
stricted in 1950. So is wheat. So 
is corn. Some other crops already 
are under federal controls. 

But farm-surplus problem is 
just getting started. Licking it, 
once and for all, is a problem that 
baffles the planners. 


Surpluses of farm products are on 
the way back, bigger and harder to 
deal with than ever. Once again, Gov- 
ernment is dusting off its controls, pre- 
pared to tell farmers how much they 
can plant of what products. 

Prices of farm products will continue 
to be held up by Government. But to get 
those prices, or their equivalent in the 
form of loans that need not be repaid if 
prices fall, farmers must agree to do as 
Government tells them to do when plant- 
ing time comes. 

Cotton is to be brought under firm 
control. A cut of 23 per cent in acreage 
to be planted in 1950 already is ordered. 
This. cut is from 27.4 million acres to 21 
millions Each farmer is allotted the acres 
that he will be permitted to plant. No 
allotment is less than five acres. The fact 
that small farmers often will need to make 
no reduction in acreage forces a cut great- 
er than 23 per cent on larger farmers. 
Although the law permits adjustments in 
hardship cases up to 15 per cent, the 
sharp reductions ordered are causing re- 
sistance and a political flareup. If a 
farmer exceeds his allotted acreage, 
he is barred from getting a price-sup- 
porting loan. The alternative to co-oper- 
ation is a penalty in price that induces 
co-operation. 

In cotton, too, farmers have just ap- 
proved, 9 to 1, more stringent control. 
They voted to limit the number of bales 
that each farmer may produce and sell 
from the acres allotted to him. Any pro- 
duction above the marketing quota could 
be sold only at a price 50 per cent under 
the loan price. In spite of acreage reduc- 
tion and marketing quotas, the Govern- 
ment expects the cotton surplus to go on 
rising in 1950. With normal weather, it 
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looks for production of 11.8 million bales 
and demand for only 8.7 million bales. 

Wheat offers another problem. Farm- 
ers are allotted 68.9 million acres for 
their 1950 wheat crop, a cut of 17 per 
cent below the 84 million acres in 1949. 
Objective is to keep the crop at around 
1.1 billion bushels, which would make it 
the eighth billion-bushel crop in a row. 
Demand at home is only about 700 mil- 
lion bushels, but the planners figure on 
exports of 400 million bushels again in 
the season ahead. 

If farmers want to plant more acres to 
wheat than are allotted to them, they are 
free to do so. However, in that case, the 
wheat cannot be turned over to the Gov- 
ernment in exchange for a loan at 90 per 
cent of the “parity” price. It will have to 
be sold on the open market at a price that 
promises to be a good deal under 90 
per cent of parity. Wheat growers in 1950 
will not be assigned definite marketing 
quotas. They will be entitled to sell all 
the wheat they can grow on assigned 
acres without facing a penalty. By 1951, 
however, quotas are indicated. 

Corn is the third basic crop that faces 
some control. Farmers are to be asked in 
1950 to reduce acreage planted to corn 
by 10 million acres. This cut is to be made 
in the so-called “commercial” corn area 
centering in the Midwest. Acreage will be 
allotted to individual farmers. If they 
plant more than their allotted acres, then 
they will not be entitled to price-support- 
ing loans but will have to take their 
chances in marketing corn for cash or 
through livestock. If 1950 yields per 
acre are the same as in 1949, the crop 
will be slightly under 3 billion bushels. 
There is no present plan to fix marketing 
quotas for corn growers. 

Crop-control programs already are in 
effect for tobacco and peanuts. A cut in 
rice acreage is to be expected. As farm- 
ers are placed under pressure to reduce 
acreage in cotton, corn and wheat, they 
will tend to shift to other crops. Acres 
taken from controlled crops may go into 
soybeans, or grain sorghums, or oats or 
barley, or something else. Pressure then 
grows to control those crops. 

It is the ability of American farmers to 
produce more than can be sold at present 
prices that generates the farm problem. 
The problem itself is just coming back 
in full size since the war. With its re- 
turn, however, Government faces a task 
of attempted control that tends to be 
baffling even to the planners. 
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ROCKETS CAN HIT AMERICA NOW 


Industries in Range of Atlantic Submarines 


Vital U. S. industries show up 
in the battle area of any rocket- 
submarine warfare. Defenses are 
being overhauled. 

Enemy subs, 50 miles offshore, 
can blast New York, Boston, 
Washington, knock out big plants 
150 miles inland. 

New tests show most U. S. 
shipping, heavy-industry area, re- 
search facilities, all exposed to 
rocket bombardment. 


Russia at this time possesses the 
world’s largest submarine navy. The 
Russian. undersea fleet already is 
bigger and better than the wartime 
U-boat fleet of Germany and is still 
growing. 

Submarines built and operated by Rus- 
sia, as the Covergram shows, total at least 
300, according to estimates of American 
officials. Average number of submarines 
kept in operation by the Germans through 
the war was 132. In building their present 
undersea fleet, the Russians have access 
to German skills. 

The submarine, in modern naval plan- 
ning, has taken on a greatly enlarged 
role. Not only is the undersea craft a 
weapon for use in attacks on shipping, 
but it also is a base for launching rockets 
against land targets. U.S. submarines, 
using rockets wholly of World War II de- 
sign and known to all belligerents, have 
successfully launched rockets aimed at 
targets 200 miles away. It may now be 
possible to equip such rockets with atomic 
warheads. And it is taken for granted that 
Russia is at least as far advanced as the 
U.S. in rocket-launching submarines. 

These are the basic facts that are lead- 
ing defense planners to make a careful 
examination of the defensive role of the 
U.S. Navy in wartime. 

The Pictogram on pages 22 and 23 
shows the coastal area in the Eastern 
U.S. that would be within range of 
World War II rockets launched from 
submarines of an enemy power in time 
of war. It is assumed that the submarine 
attack would occur from submarines sur- 
facing 50 miles offshore. The Pictogram 
shows the belt 150 miles from the coast 
that lies within range of rockets devel- 
oped five years ago. 
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It is the danger of rocket attack, rather 
than air attack, that influenced the deci- 
sion to move some aircraft factories in- 
land from West Coast sites. Defense em- 
phasis now is being shifted from the 
West Coast to the East Coast, from 
which U.S. counteroffensives would be 
launched. 

Enemy targets in the U.S., if war 
comes, would include this country’s main 
seaports, its essential industries, perhaps 
the headquarters of its Government in 
Washington and the business capital, 
New York. These targets, some partly 


RUSSIAN SUBMARINE OFFICERS 


nage of freight handled, and also Norfolk 
and Boston. These ports not only serve 
the U.S. Navy and handle the imported 
raw materials for a large part of U.S. 
industry, but also are vital in the event 
of war as take-off points for U.S. troops 
and supplies to Europe. 

U.S. industry within rocket range of 
offshore submarines is tightly packed in 
the 150-mile-wide strip shown by the 
Pictogram. A single part of the New York 
and northern New Jersey area only 40 
miles wide and 100 miles long contains 
one fifth of all U.S. factories and one out 
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With rockets, underwater craft take over a new role 


-and some wholly, lie within the range of 


rockets carried on submarines 50 miles 
offshore. 

Bomber pilots call the flight from Bos- 
ton to Alexandria, Va., the “world’s finest 
bomb run.” Problem for an enemy of the 
U.S. in wartime, however, is how to get 
bombers into this area through U.S. 
radar screens and air defenses. It is now 
known, however, that rockets brought 
within 50 miles of the coast by swift 
and elusive Diesel-engined submarines 
equipped with “schnorkel” breathing 
tubes could be launched against all the 
targets on the Boston-Alexandria “bomb 
run.” 

U.S. ports are particularly vulnerable. 
Rockets launched even 150 miles offshore 
could hit New York, Philadelphia and 
Baltimore, the biggest U.S. ports in ton- 


of every nine U.S. factory workers. All 
of the New England States, all of New 
Jersey and a great part of eastern Penn- 
sylvania lie within the range. 

How secure U.S. industry felt within 
this strip during World War II is evi- 
denced by the fact that 300 million dol- 
lars’ worth of war plants still in the 
National Industrial Plant Reserve were 
built here during the war. These range 
from such things as aluminum, magne- 
sium, aircraft engine, armor plate and 
arms plants to an oil-pipe-line plant in 
Florida. 

So thickly concentrated are plants im- 
portant to many industries in the metro- 
politan areas of the Atlantic Coast that 
rockets falling within 20 miles of their 
targets in the center of such concentra- 
tions would be almost sure to damage 
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some plants. Others, such as the oil 
refineries of Bayonne, N.J., or the tre- 
mendous shipbuilding yards of big U.S. 
ports, are good targets for attack from 
the sea. 

About one third of U. S. machine tools, 
ball and roller bearings and valves comes 
from this seaboard strip. Two thirds of the 
nation’s shipping is produced along the 
Atlantic Coast. A plant producing rockets 
and sub-hunting planes operates in the 
Baltimore area. 

Research facilities for both Govern- 
ment and private industry are packed 
into the East Coast area. A small portion 
of northern New Jersey contains one 
tenth of all U.S. research laboratories, 
including the U.S. army signal corps re- 
search center. A 60-million-dollar plant 
for atomic research is located near Sche- 
nectady, home of General Electric and 
just within the range of World War II 
rockets launched 50 miles offshore. 

Cities exposed to possible attack by 
rockets from submarines include such 
population centers as New York, Phila- 
delphia, Baltimore and Boston, all rank- 
ing among the first nine U.S. cities. In 
addition, Washington, D: C., seat of the 
Government and 11th in population, is 
within easy rocket range of submarines. 

Defense plans, thus, are being ad- 
justed to meet the threat of rocket-carry- 
ing submarines, a threat entirely new to 
the U.S., hitherto considered safe from 
attack by sea. 

Dispersal of industry, uprooting all 
the coastal factories and moving them to 
new sites inland, is out of the question 
because of the size of the industry in- 
volved. Government is encouraging in- 
dustry to locate new plants at safer sites, 
but most existing plants will remain. 

Shelters for industry, putting bomb- 
proof roofs over factories or moving them 
underground, is considered uneconomic 
and unnecessary by Government plan- 
ners. Best defense of Atlantic seaboard 
industry is its size and the existence of 
comparable plants’ in other parts of the 
U.S. Independent surveys of East Coast 
industry suggest that fewer than 200 
factories, some employing fewer than 100 
workers, are vital enough to industry to 
require shelters in the event of war. 

Counterattack on rocket-carrying sub- 
marines, on the home ports and naval 
shipyards of an enemy, are regarded as 
the best defense. To meet the threat of 
Russia’s big submarine navy, defense 
planners of the U. S. Navy are out to get 
fast carrier task forces with precision dive 
bombers and more antisubmarine patrols. 

U. S. security, however, is jolted by 
the development of the rocket-launching 
submarine. The whole concept of U. S. 
defense is changing, and a vital portion 
of this country now must be considered 
to be on the firing line of any future war. 
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From this point, rockets could reach an area contain- 
ing roughly 10 per cent of U. S. industry. Plants 
concentrated in the Boston, Providence, Springfield, 
Hartford and neighboring areas produce much of U.S 
machine tools, precision instruments, small arms, ma-- 
chinery parts, textiles, abrasive products and plane 
motors. Farther west, just within rocket reach, lies the 
Albany- Schenectady industrial area, which produces 
much electrical equipment, ida other products. 


From this point, enemy missiles could cover the New York-Northeastern New Jersey 
area, called the ‘‘world’s finest target.’’ A strip 100 miles long and 40 miles 
wide contains 20 per cent of all U.S. factories and one of every nine U. S. 
factory workers. Production includes ball bearings, electronic instruments, ships, 
nonferrous-metal parts, motors, generators, chemicals, fighter planes and 
machinery. A new atomic-energy plant is under construction on Long Island. 


fein this point, targell aveilelill include the Philadelphia Navy Yard, big 
oil refineries and many plants manufacturing roller and ball bearings, rail- 
road rolling stock and equipment, motor parts, finished-steel products, wire 
iifelaalsaL ewe cclanialeMes) (-Xaicelallam lace li sidi-t oem lel lai mello Mh delenit jal-colale Malelali-vacel te 
metal plants. Here, as in the New York-New Jersey area, skilled industrial 
population is concentrated; industrial plant essential to industry is dense. 


eee 7 I Oo 


From this point, rocket-firing submarines could attack the Baltimore-Wil- 
mington concentration of chemical, steel, shipbuilding and machinery-making 
industries. Coaxial cables for television. and other electronic uses are 
produced in the Baltimore suburbs. Many plants built in World War Il for 
the production of plane engines, arms, explosives, spare parts and other 
items lie in this region. Baltimore is the nation’s third busiest port. 
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From this point, projectiles from enemy submarines could strike at the seat 
of U.S. Government. Prime targets would be not only the Capitol, the White 
House and the Pentagon, but also the naval gun factory and Alexandria's big 
freight yards. One rocket with an atomic war head, if dropped in the heart 
of Washington’s Government buildings today, would temporarily paralyze 
the operation of the biggest single business in the U. §.—Government. 
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From this point, Norfolk, fifth largest port in the U.S. pat: a op base and 

supply center for ‘the U.S. Navy, lies within easy rocket range. Highly inflam- 

mable naval stores such as turpentine, resin and other items are stored in a port 

area that receives much of U.S. imports. Five of the 10 largest U.S. ports lie 

on the Atlantic Coast; three more can be reached through the Gulf of Mexico. : 

About three quarters of U.S. industry is dependent on materials from these ports. Pictogram 
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Air Lines’ Lower Death Rate . é A 12-Year Record 


(Deaths per 100,000,000 passenger miles 
flown within U.S. by scheduled air lines) 
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Air Safety Comes Close to Record 


Despite Four Bad 


Air travel is near a safety rec- 
ord for 1949, despite big crashes. 
Only 93 of 15 million passengers 
have lost their lives. 

Weather, airport congestion, 
crowded air lanes are the prime 
causes of mishaps. Engine fail- 
ures are rare, by comparison. 

Trains, busses still are safer for 
travelers. But chances of death or 
injury are much smaller in planes 
than in autos. 


Air lines in 1949 are coming within 
a shade of equaling their all-time rec- 
ord for safety in scheduled flight. Ex- 
cept for two bad accidents, each in- 
volving a military plane and an air 
liner, new records for flight safety 
would have been set by a wide 
margin. 

Commercial air travel in the United 
States this year is to reach a new high of 
7.1 billion passenger-miles. This is an 
increase of nearly 1 billion passenger- 
miles over 1948. Lives lost were 93 by 
the closing days of the year. More than 
15 million passengers were taken into 
the air and carried more than 350 mil- 
lion miles. Out of those 15 million pas- 
sengers 93 lost their lives, and of these 
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Crashes of 1949 


55 were killed in one Washington acci- 
dent, for which no charge of air-line re- 
sponsibility is made. 

In terms of passenger-miles, as the 
chart shows, 1.3 lives were lost for every 
100 million miles of flight. Back in 1939, 
and again in 1946, a record low in loss 
of life was set at 1.2 lives for each 
100 million passenger-miles. During the 
1930s, when commercial aviation was in 
its period of rapid growth, it was not un- 
common to find a fatality rate about 10 
times that of the present. 

Travel by air in 1949, as in the past, 
has proved much safer than travel by 
private automobile. For every 100 mil- 
lion passenger-miles of automobile trav- 
el, more than two persons have lost their 
lives. In addition, injuries, many of them 
permanent, exceeded deaths by several 
times. Air accidents usually are fatal 
and for this reason bulk large in the 
public mind. Travel by automobile, both 
in terms of fatalities and in terms of 
injury, is much more hazardous than 
travel by air. 

Bus travel, however, is much safer than 
either air or automobile travel. Rail travel 
is safest of all. In this year, loss of life on 
the railroads has been 0.06 persons for 
every 100 million passenger-miles. Lives 
lost on busses last year totaled .18 per 
100 million passenger-miles. 

As air travel increases, a higher per- 
centage of air accidents is traceable to 
personnel errors. Pilots are more com- 
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petent than ever and ground crews are 
better trained, yet pilot errors now ac- 
count for about 55 per cent of the com- 
mercial air accidents, where 10 years ago 
they accounted for less than 30 per cent. 
This is because improved equipment has 
reduced the possibilities of mechanical 
failure, while pilots still are at the mercy 
of the weather and other factors that test 
their skill. 

The record this year shows what causes 
big air-line accidents. There were only 
four accidents in which passengers lost 
their lives. Collisions in the air caused 
two of these and accounted for 63 lives. 
In both cases pilots of other planes were 
involved. Causes of the other two acci- 
dents have not yet been determined, 
but evidence in both cases points to a 
combination of mechanical failure and 
personnel errors. 

It is rare that an accident is caused by 
poor maintenance work on planes. En- 
gine failures are not common. But airport 
congestion and the increasing number of 
planes in the air add to the possibility 
of collisions. 

Efforts to improve the safety record are 
centering on better flight aids, improved 
pilot training and stricter enforcement of 
safety rules. Airports in many cities are 
too small to handle the growing traffic. 
Plans for enlargement are under way. In- 
strument landing systems, enabling pilots 
to land in fog and darkness, are being 
improved. Radar operators on the ground 
assist in landings. 

The search for more automatic con- 
trols goes on in an effort to reduce hu- 
man errors. But nobody yet has been able 
to do anything about the weather, which 
still is the air lines’ biggest enemy. 
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Perle Mesta, party giver, is up 
against a real job in Luxembourg. 
The country is taking on new im- 
portance to U. S. 

Parties for Senators, luncheons 
for labor leaders get the head- 
lines. But other problems also oc- 
cupy the U. S. Minister. 

Luxembourg is heading into 
business troubles. They show, in 
miniature, the problems in trying 
to make Europe a going concern. 


The Grand Duchy of Luxembourg, 
smallest of the 59 United Nations, 
suddenly is finding itself a major stop- 
ping place for American officials tour- 
ing Europe. The new popularity co- 
incided with the arrival of President 
Truman’s good friend, Mrs. Perle 
Mesta, as U.S. Envoy Extraordinary 
and Minister Plenipotentiary. 

American Senators, Congressmen, high 
Government officials, politicians, labor 
leaders and businessincn are visiting the 
tiny country in an almost steady stream. 





PERLE MESTA: NEW-TYPE DIPLOMAT 


Reported from LUXEMBOURG 


Names prominent in the U.S. show up 
almost daily on the hotel registers in a 
city little visited by Americans in the 
past. 

Luxembourg, as a partner in the Mar- 
shall Plan, the Atlantic Pact and other 
international enterprises backed by the 
U.S., is receiving increasing attention 
of U.S. officials. Americans are arriving 
in Europe in growing numbers to investi- 
gate various international undertakings. 
Now that Mrs. Mesta is here, Luxem- 
bourg is getting its share of investigation. 

The American legation has been 
growing so rapidly it can hardly keep up 
with itself. The staff has been doubled. 
There no longer are enough offices, desks, 
bookcases or typewriters to go around. 
The former chargé d'affaires, a career 
diplomat, is quartered in a tiny attic 
room where he works from a gate-leg 
table, with his reference books piled on 
a nearby window sill. 

Mrs. Mesta has the assistance of three 
diplomats who were on the legation staff 
when she arrived, the former chargé d'af- 
faires, a vice consul and a junior Foreign 
Service officer. Now, in addition, she has 
a lieutenant colonel as a military attaché, 
a veteran Washington newspaperwoman 
as a press attaché, a social secretary, a 
personal chauffeur and eight clerks, two 












Mrs. Mesta Tells Editor 
The Story of Her Job 


Tiny Luxembourg and its new 
U.S. Minister, Mrs. Perle Mesta, 
are attracting more and more at- 
tention from Americans at home 
and abroad. 

To learn at first hand the full 
story behind this new _ interest, 
Robert Kleiman, U. S$. News & 
World Report Regional Editor for 
Central Europe, spent several days 
in the country and then interviewed 
Mrs. Mesta about her job. His dis- 
patch appears on these pages. 











of whom are American girls. Mrs. Mesta’s 
sister also helps out. 

Women outnumber men about two to 
one in the legation. The establishment is 
known privately to its members as “Mrs. 
Mesta’s All-Girl Band.” It has been 
abustle with activity and opened up to 
important visitors almost from the day 
the new American Minister arrived. 

What visitors find in Luxembourg 
is a country only 63 miles long and 27 
miles wide. But within its borders live 


oh 
-—Ewing Galloway photos 


LUXEMBOURG: A CONTRAST OF STORYBOOK CASTLES AND MODERN STEEL PLANTS 
For the smallest of the United Nations, a new popularity 
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300,000 Luxembourgers who harvest al- 
most enough food to feed themselves and 
who make enough steel to rank, in nor- 
mal times, as the sixth or seventh largest 
producer in the world. 

The country itself is filled with an 
infinite variety of landscapes. There are 
jagged peaks covered with forests in the 
Ardennes region of the North. The cen- 
ter of the country contains broad valleys 
and rolling farmland. In the South are 
the iron-ore deposits upon which Luxem- 
bourg’s steel industry is built.. The Mo- 
selle Valley in the East produces some 
of Europe’s finest dry white wines. 

The most striking sight is the one- 
time fortress city of Luxembourg, the 
capital. In it, 62,000 conservative, mid- 
dle-class burghers live quiet, proper 
lives in a Graustarkian setting of wind- 
ing streets, rugged crags, soaring bridges, 
steeples and spires, and ancient, massive 
walls of forts and bastions. 

Americans are especially popular. 
Luxembourg was liberated by American 
troops in both world wars. Much of the 
Battle of the Bulge was fought on Luxem- 
bourg land. More than 8,000 American 
soldiers, including Gen. George Patton, 
are buried in an American cemetery out- 
side the city. 

It is in this modest, friendly atmos- 
phere, that Mrs. Mesta now functions 
as the No. 1 representative of the United 
States Government. 

Despite her own inexperience in di- 
plomacy, Mrs. Mesta has made no major 
mistakes since arriving at her post. It is 
difficult, of course, to make a major mis- 
take in a country the size of Luxembourg. 
Mrs. Mesta’s friends say she picked Lux- 
embourg for this reason when she de- 
cided to go into diplomacy, although 
President Truman was prepared to re- 
ward her with a larger post for her fund- 
raising activities during his 1948 cam- 
paign. 

Luxembourg is vitally interested in 
everything the U.S. does regarding Ger- 
many and West Europe. Mrs. Mesta does 
not pretend that she can master all the 
.complex issues thoroughly. But she has 
made it emphatically clear that she wants 
to know what is going on. She refuses to 
be a figurehead. 

The State Department, however, is 
taking no chances so far. Most communi- 
cations with the Luxembourg Govern- 
ment are handled by diplomatic notes 
written in Washington. Otherwise, the 
work of the legation goes on very much 
as before Mrs. Mesta arrived. The big- 
gest difference, as one attaché puts it, 
is that “we now do more representational 
work—that is, entertainment.” 

“Perle Harbor.’’ So many Ameri- 
cans, officials and otherwise, have visited 
the city since Mrs. Mesta arrived that her 
friends now call it “Perle Harbor.” Al- 
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though guests cannot hear General Eisen- 
hower sing or President Truman play the 
piano, as sometimes happened at her 
Washington parties, there have been 
plenty of other surprises. 

The leader of Luxembourg’s biggest 
brass band, captivated by Mrs. Mesta, 
brought the whole band with him unex- 
pectedly to a party for a group of U.S. 
Senators. The Senators were all Demo- 
crats and Southerners. But the band sere- 
naded them with “Marching Through 
Georgia.” An embarrassing situation was 
avoided only when Mrs. Mesta got the 
band to follow quickly with “Dixie.” 

That evening, on the whole, is one 
about which Luxembourg polite society 
still is talking. It wound up at 2 a.m. 
with the city’s mayor whooping “yip- 
pee!,” some Senators serenading the Brit- 
ish Minister with “Tipperary” and the 
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MRS. MESTA ENTERTAINS 
. .. between parties, a real job 


Court Chamberlain swinging around the 
room in an old-fashioned American 
square dance. 

Opportunities for giving large parties 
are somewhat limited. in Luxembourg. 
The Government is small and high off- 
cials are not numerous. The diplomatic 
set is even smaller, since there are only 
six legations and a few consulates. How 
much entertaining Mrs. Mesta will do, 
she says, depends upon the demand. By 
this, she means the number of visits she 
has from Americans prominent enough 
to warrant a party. There has been no 
shortage so far. Here is a partial list: 

A luncheon party on September 21 
for Assistant Secretary of Commerce 
and Mrs. Cornelius Vanderbilt 
Whitney. Senator and Mrs. Owen 
Brewster, of Maine, also attended. 

Big party No. 1 on October 12 








oe 








for the then Assistant Secretary of 

State George V. Allen. 

Big party No. 2—the one that 
drew the brass band—on November 
5 in honor of five members of the 
Senate Appropriations Committee. 
They arrived Friday and stayed un- 
til Sunday. 

Big party No. 3 on November 21 
for AFL Vice President Matthew 
Woll, a native of Luxembourg, who 
stopped in the country for four days 
en route to a London conference of 
trade unions. 

Spaced among these major events, Mrs, 
Mesta entertained four Congressmen 
touring Europe for an agricultural sur- 
vey. Representative John Phillips, of 
the House Appropriations Committee, 
stopped by three times while investigat- 
ing U.S. military cemeteries in Europe. 
Senator Millard E. Tydings, of Mary- 
land, in Europe for the Senate Armed 
Services Committee, came to dinner and 
was an overnight guest. 

Mrs. Charles W. Tillett, vice chairman 
of the Democratic National Committee, 
came over from Paris. Mrs. Homer Fer- 
guson, wife of the Michigan Senator, 
dropped in for lunch while touring Eu- 
rope. Mrs. James K. Vardaman, wife of 
the Federal Reserve Board Governor, 
paid Mrs. Mesta a three-day visit. 

Other guests have included Isaac 
Stern, the violinist, who was playing a 
concert in Luxembourg; a Texas oil man 
who was an old acquaintance; a Detroit 
businessman who was a friend of a 
friend, and a young man from Pittsburgh 
who said he was the son of a friend of 
Mrs. Mesta’s late husband. 

American criticism of her appoint- 
ment and subsequent activities disturbs 
Mrs. Mesta. Instead of answering it di- 
rectly, she intends to justify President 
Truman’s confidence in her by doing a 
good job. 

Trouble is that tiny Luxembourg 
doesn’t offer many opportunities for im- 
pressive deeds. And Mrs. Mesta seems to 
have a flair for getting involved in amus- 
ing or colorful incidents—like the time 
her domestic staff, as a result of language 
difficulties, served crépes suzettes to 
guests who were present for breakfast in- 
stead of the wheat cakes which she 
thought she had ordered. 

“Please don’t emphasize just my par- 
ties,” Mrs. Mesta said. “There’s a lot 
more to write about.” 

Actually, Mrs. Mesta is no stranger 
to Europe or to Luxembourg. This is her 
twenty-fourth visit to Europe. She and 
her husband had substantial steel in- 
terests in Belgium, Germany and Luxem- 
bourg. 

“T’ve had a lot of business experience,” 
she said. “I was the first woman ever to 
serve on a steel board. I ran a ranch in 


U. S. NEWS & WORLD REPORT 





U. 


Ari 
cati 
tak 


ove 


alw 
Bal 
anc 
11 
des 
all | 
I 
Me 
thei 
her 
tha 
ask 
try 
rep! 
“pre 
On 
ann 
Elm 
Mrs 
“on 
A 
coul 
tory 
City 
forti 
and 
blasi 
who 
the 
final 
ence 
clain 
T 
and 
heac 
old | 
no § 
The 
Luxe 
Tl 
sider 
ficial 
auto: 
the ; 
coun 
bour 
stab] 
its le 
bord 
Euro 
tries 
affair 
Be 
with 
their 
Brus: 
isters 
Belg: 
Lega 
the | 
the T 
Lu 
horiz 
Mrs. 


DECI 








, of 


that 
\ber 
the 
tee. 
un- 


21 
1eW 
vho 
ays 
> of 


, Mrs, 
ssmen 
| sur- 
s, of 
Littee, 
tigat- 
rope. 
Mary- 
rmed 
r and 


rman 
ittee, 

Fer- 
ator, 

Eu- 
fe of 
rnor, 


[saac 
ng a 
man 
troit 
fa 
urgh 


d of 


oint- 
urbs 
t di- 
dent 
1g a 


ourg 
im- 
1s to 
nus- 
time 
lage 
to 

t in- 
she 


par- 
lot 


ger 
her 
and 

in- 
em- 
ce,” 
r to 
1 in 


DRT 












U.S.News & World Report 








Arizona, 30,000 acres and 3,000 head of 
cattle. Made money at it, too. I’ve never 
taken a fund-raising job without going 
over the target. 

“How do I do it? I work very hard, 
always do. When I ran the Inauguration 
Ball last winter I had a paid staff of 100 

and I worked from 8 in the morning to 
1] at night. Used to take my lunch at the 
desk. We made a lot of money. Paid off 
all the Inauguration debts.” 

Luxembourg’s leaders realize that Mrs. 
Mesta is not thoroughly familiar with 
their problems yet. But they have found 
her to have a better diplomatic sense 
than some of her countrymen. When 
asked whether she didn’t find the coun- 
try rather small, for example, Mrs. Mesta 
replied that Americans have a saying that 
“precious pearls come in small packages.” 
On the other hand, Luxembourgers were 
annoyed when they heard that Senator 
Elmer Thomas, of Oklahoma, had said 
Mrs. Mesta was putting their country 
“on the map.” 

Actually, Luxembourg is an ancient 
country with almost 1,000 years of his- 
tory behind it. At one time Luxembourg 
City was one of the most formidable 
fortresses in Europe, with a giant citadel 
and 14 miles of underground tunnels, 
blasted out of solid rock. Unable to agree 
who should control this strong point in 
the center of Europe, the great powers 
finally restored Luxembourg’s independ- 
ence in 1839 and the country was pro- 
claimed a neutral buffer state. 

Today’s Luxembourgers are modest 
and unassuming. The tiny monarchy is 
headed not by a king but by the 53-year- 
old Grand Duchess Charlotte. There are 
no generals in the Luxembourg Army. 
The Chief of Staff is a lieutenant colonel. 
Luxembourg has no university. 

The people are as amused as the out- 
sider by the size of their country. An of- 
ficial tourist handbook warns visiting 
autoists to be careful about stepping on 
the gas, lest they pass in and out of the 
country without knowing it. But Luxem- 
bourg, in fact, has one of Europe’s most 
stable governments and the influence of 
its leaders goes far beyond the country’s 
borders. Luxembourg’s role in promoting 
European unity is leading many coun- 
tries to take increasing interest in its 
affairs, 

Before the war, most countries dealt 
with Luxembourg diplomatically through 
their ministers to Belgium, who lived in 
Brussels. Now there are resident min- 
isters from Britain, France, Italy and 
Belgium, as well as the United States. 
Legation staffs have been enlarged. And 
the biggest legation by far is that of 

the U.S. 

Luxembourg troubles, now on the 
horizon, may drop a real problem into 
Mrs. Mesta’s lap, one to test her mettle 
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MINISTER MESTA AT HER DESK 
“‘How do | do it? | work very hard“ 


as a businesswoman, politician, presiden- 
tial friend and successful fund raiser. 

After several years of relative postwar 
prosperity, Luxembourg now faces a 
shrinking market for the steel that makes 
up about 90 per cent of its normal ex- 
ports. Other countries cannot afford to 
buy it, particularly since devaluation. 
Scandinavian buyers, once the biggest 
customers, have canceled almost all their 
orders. 

From an annual production rate of 
about 3 million tons in March, steel out- 
put has been cut almost in half. Only 
half the blast furnaces are operating. 
Unemployment, not showing up yet be- 
cause of social-security protection, can 





become a real problem. Luxembourg’s 
trade woes are a portrait, in miniature, 
of the difficulties that are bothering most 
of the bigger ‘nations of West Europe. 

At a recent dinner party, Mrs. Mesta 
sat next to a director of Luxembourg’s 
biggest steel company and learned some- 
thing of the industry’s troubles. Next 
morning the legation staff was put to 
work drafting memoranda on the sub- 
ject. 

The career diplomats aren’t sure what 
will happen after the new American 
Minister learns all about Luxembourg 
steel. But, as one of them put it: 
“Around here these days anything can 
happen—and usually does.” 


—Wide World 


THE AMERICAN LEGATION 
‘“"_. . around here these days anything can happen” 
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Chinese Communists are seal- 
ing off Manchuria. All American 
observers have been ousted. Strict 
secrecy is the rule. 

Behind the secrecy: Commu- 
nists are restarting Manchuria‘s 
industry. Some plants are busy. 
Production is creeping up. 

But wreckage, shortages, trou- 
bles are everywhere. It will take 
10 years, at least, to recreate a 
real industrial empire. 


It is possible now to know in con- 
siderable detail what is going on in- 
side Communist-held Manchuria, once 
the industrial heartland of Asia. 

The Chinese Communists have sealed 
the territory off from outsiders. Since 
U.S. diplomat Angus Ward and his party 
were forced out of the country, not a 
single American remains in Manchuria. 
A screen of secrecy, put around the area 
when the Communists conquered it last 
year, now has been drawn tight. 

A look inside Manchuria is afforded, 
however, by people who have recently 
come through the blockade of silence. It 
shows that the Communists, in trying to 
revive Manchuria’s industries, probably 
have a bigger job on their hands than 
they can manage alone. They are short of 
machinery, managers and technicians. It 
will be 10 years, at least, before Man- 
churia produces for the Chinese Commu- 
nists the way the area produced for Japan 
before World War II. 

What the Communists actually took 
over looked more like an industrial junk 
heap than a thriving industrial center. 
Nearly 75 per cent of the industrial capac- 
ity built by the Japanese had been worn 
out during the war, stripped by the Rus- 
sians after Japan’s surrender, destroyed 
during the Chinese civil war or looted by 
the Chinese themselves. The industrial 
giant is trimmed down to midget size and 
is in bad shape. 

Iron and steel industry, almost wiped 
out by Russian removals and war dam- 
age, is being ignored by the Communists 
now. The Japanese got production up 
above 5 million tons, but the Communists 
were left with only 500,000 tons of steel- 
making capacity and 150,000 tons of pig- 
iron capacity. Steel production is negli- 
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Manchurian Secret: Growth of Industry 


Reported from TOKYO 


gible and it is not likely to increase very 
much for several years. With a reasonable 
amount of outside help, experts say, it 
would take a minimum of 10 years to re- 
store the capacity built by the Japanese. 
Coal industry also is in bad shape. 
The Russians removed generators from 
many of the mines, That stopped the 
pumps, and shafts were flooded. Some 
rich mines are ruined beyond recovery. 


- The Communists are concentrating on re- 


building their coal industry and have set 
a goal of 10 million tons for the 
year—about a third of the Japa- 
nese peak. Actual production, 
however, is falling far below the 
target. Mining experts say Man- 
churia will be lucky to produce 5 
million tons of coal this year. It 
takes 3 million tons alone to oper- 
ate the railroads. 

The railroads are getting a top 
priority on the list of industries to 
be restarted. Already trackage has 
been restored to about half what 
the Japanese had. But the terri- 
tory is short of locomotives, freight 
cars and all sorts of communica- 
tions equipment. Eighty per cent 
of the Japanese locomotives were 
removed or destroyed. 

The lumber industry also has 
been on the high-priority list, and 
substantial progress appears to 
have been made in rehabilitation. 
The 1949 production goal for tim- 
ber was reached several weeks be- 
fore the end of the year. Some 
lumber workers have been shifted 
to jobs on the railroads and other 
projects. 

Pulp and paper industry is 
making a fairly rapid comeback. 
This year’s target is 25,000 tons, and ca- 
pacity still intact is capable of producing 
twice that much. 

Chemical production is being re- 
stored, too, but at a much slower pace. 
Japan had built a chemical industry that 
made Manchuria self-sufficient. But the 
Russians wrecked or hauled away near- 
ly half the plants. The result is that 
the Chinese Communists this year pro- 
duced 3,000 tons of sulphuric acid, for 
example, compared with the 100,000 tons 
the Japanese used to produce, The same 
thing is true in most other industrial 
chemicals. 

Electric-power capacity is less than 
a fourth of what the Japanese installed. 
Capacity now is less than 600,000 kilo- 





watts—far too modest to keep heavy in- 
dustry going. 

Textiles are getting a lot of attention, 
although the industry is far smaller than 
it was under Japan. Almost 40 per cent 
of the 650,000 spindles installed by the 
Japanese were destroyed or removed be- 
fore the Communists took over. Full use 
of the present capacity would not begin 
to supply the textile needs of the Man- 
churian population. There is not enough 
cotton to keep the 5,400 looms busy. 


—Acme 


OVERCROWDED RAILROADS 
They‘re a No. 1 problem 


What the Communists are doing in 
Manchuria is to concentrate on reviving 
transportation and some light industries. 
They are letting heavy industry wait. 

Operations in those plants that are 
in working order are being carried out 
along strict Communistic lines. Practically 
all industries are nationalized, with f- 
nancing handled by a central accounting 
bureau. Special boards have been formed 
to administer electric power, coal mining, 
machinery, forestry, textiles, chemicals 
and other industries. Labor-management 
committees have been set up in most 
plants to consider management and pro- 
duction problems. Their recommenda- 
tions have to be submitted to a Govern- 
ment agency for approval. 
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But troubles beset the Chinese Com- 
munists almost at every turn. Lack of ex- 
perience in administering and operating 
industries, plus a shortage of skilled work- 
ers, is a serious handicap, The leaders 
themselves acknowledge that they not 
only need help from Communist coun- 
tries, but they must also have “technical 
support of capitalist countries.” 

Equipment for the skeletonized plants 
is lacking. Japan is a logical source for 
parts and machinery, but trade between 
Japan and Manchuria is practically at a 
standstill. A U.S. ban on shipping “stra- 
tegic materials” cuts the Chinese Commu- 
nists off from heavy industrial or trans- 
portation equipment. 

Help from Russia is counted on, and it 
exists to some extent. But Russian tech- 
nicians are not much in evidence around 
the plants. The Communists for the most 
part have had to rely on the skills of Jap- 
anese technicians who were caught in 
Manchuria when Japan surrendered. 

Many Chinese Communists doubt that 
the Soviet is either willing or able to pro- 
vide help on the scale needed. The Rus- 
sians apparently are keeping inside their 
own borders almost all of the heavy- 
industry equipment they can get. 

A Soviet-Manchurian trade agreement, 
recently announced, may be a tip-off. 
Manchuria agreed to ship foods to Russia 
in exchange for industrial equipment, 
motors, industrial oils, medical supplies 
and instruments. But private sources say 
most of the products the Communists are 
to get from Russia are trucks and other 
transportation equipment. The deal in- 
cludes practically no industrial equipment. 

Communist goal, despite obstacles, 
is to make Manchuria and North China 
the industrial center of the Orient, Man- 
churia, alone, is rich in resources of tim- 
ber, coal and mineral deposits and pro- 
ductive farm land. 

The region produces more than enough 
food to supply its 40 million inhabitants. 
It is being used now to help the Com- 
munists combat the food problem in the 
famine areas they have taken over. In 
three months, Manchuria shipped 157,- 
000 tons of grain to Peiping, Tientsin 
and Tangshan. 

Mineral resources are abundant, too. 
Coal reserves are estimated at 20 billion 
tons. Iron deposits are close to 3 billion 
tons. Included is one high-grade deposit 
containing 80 million tons of 60 per cent 
ore. In addition, there are rich deposits 
of copper, lead and zinc, molybdenum, 
tungsten, graphite, manganese and other 

raw materials that were hardly touched 
by the Japanese. 

But the Communists are finding that 
they need factories, not natural resources. 
The huge Japanese industrial plant, built 
up largely between 1934 and 1944, is 
gone for the most part. Manchuria’s new 
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Communists inherit an industrial junk heap 


rulers are being forced to postpone in- 
definitely the rebuilding of heavy industry 
because they cannot get the outside tech- 
nical advice, equipment or financing. The 
cost of replacing destroyed equipment 
alone has been estimated at 2 billion 
dollars. 

The outlook, as it is estimated by 
people who have watched the Commu- 
nists take over in Manchuria, is that they 
are going to have to concentrate on such 








. 
things as mining, transportation and light 
industries. This program may provide the 
basis for future development of heavy 
industry. 

But the best guess coming out of the 
area is that, even with Russia’s help and 
normal trade with the rest of the world, it 
would take the Chinese Communists 10 
years—and probably longer—just to re- 
store the industrial machine developed 
by the Japanese in Manchuria. 





COAL MINES, NEAR MUKDEN 
Some are ruined beyond recovery 
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Collie Goes to Sleep While Watching Canine Actor in Movie, 
in England Gets Ideas for Welfare State 


And Commentator 


LONDON 

N THE MipsT of Britain’s problems with 
I austerity and controls, the staid Times 
of London has become perturbed over the 
rights of dogs and other pets in the wel- 
fare state. The other day a Times editorial 
writer noted that three dogs had been 
taken to the theater to see a movie featur- 
ing a dog film star. He wrote: 

“It must be confessed that the animals, 
so far, seem to be getting precious little 
out of the welfare state. Nothing has 
been done to provide them with a longer 
period of compulsory education; they 
have no right to free false teeth or a 
cheap interment; no one has given them a 
five-day week. 

“Perhaps all this is to come. Perhaps, 
when there is rather more money in the 
Exchequer, the Government will be able 
to mobilize a corps of inspectors to check 
up on the overtime put in by sheep dogs, 
to make sure that children’s ponies are 
getting their due amount of leisure and 
to inculcate in the cat that parity of 
esteem for its fellow animals which at 
present it so conspicuously lacks. Mean- 
while a tentative but significant step in 
the right direction has been taken at 
Whitley Bay, though admittedly only by 
private enterprise; for the three men who 
took their collies to see a film seem to 
have done so without the support of the 
Arts Council or any similar body. 

“The film was “Master of Lassie,’ its 
star another collie. One of the dogs (we 
read) ‘was attentive throughout. A second 
seemed somewhat bored, but barked 
when the dog in the picture barked. The 
third went to sleep.’ 

“These reactions suggest that, if the 
cinema industry hopes to stop the films 
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going to the dogs by getting dogs to go 
to the films, it still has a good deal to 
learn. The dog who went to sleep may 
have had a busy and exacting day, 
but it is, after all, the tired business- 
man for whom the world of entertain- 
ment is always striving to cater, and 
the management which cannot keep him, 
or his canine equivalent, out of the 
arms of Morpheus has no very prom- 
ising future. 

“If this new trend raises important 
problems for the impresarios, it raises 
even bigger ones for the audience. If 
some dogs are capable (as seems to be 
the case) of enhancing their cultural 
status by going to see a film about a dog, 
have we any right to deny our horses a 
similar opportunity? No less numerous 
as stars and much more prominent in 
supporting roles than dogs, horses have 
made a major contribution to the cinema 
ever since its earliest days. Is it fair that 
they should be excluded from the audi- 
ence? Obviously not. Yet their admission 
to a modern theater would present cer- 
tain practical problems whose solution, it 
must be frankly admitted, is not yet in 
sight. 

“Though every one must agree in prin- 
ciple that we have done our dumb friends 
a grave wrong by starving them of cul- 
ture, it is clear that the remedying of this 
injustice will have to be a gradual busi- 
ness. It will take time to acclimatize the 
public (to say nothing of the manager) 
to the spectacle of their local foxhounds 
occupying a couple of rows of the fau- 
teuils; and it will be necessary, moreover, 
to assess with some care the effect upon 
the minds and character of our pets of 
the cinema-going habit. 
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“Children, after all, are said to be in- 
fluenced in a most undesirable way by 
seeing the wrong sort of films; and a 
Pekingese which had sat through ‘The 
Hound of the Baskervilles’ might not 
ever be quite the same afterwards.” 


Santa in Argentina: 
‘Peron and Evita’ 


BUENOS AIRES 

ANTA CLAUS in Argentina is President 

Juan D. Perén. This season he is 
making Argentines’ stockings bulge to 
unprecedented size. 

The Treasury Ministry, with tax money, 
has bought 3.3 million pounds of pan 
dulce (a Christmas cake), 1.5 million 
bottles of sparkling cider and 1.6 mil- 
lion dollars’ worth of toys. They're free 
for the asking at all post offices. Each 
gift bears a pictorial Christmas card in- 
scribed “From Perén and Evita.” The 
latter is Mrs. Perén. 

The annual Christmas bonus, called 
the aguinaldo, is hitting record heights 
as the result of several rounds of wage 
increases adding up to about 60 per cent. 
This bonus, established by President 
Peron, consists of an extra month’s pay. 
Employers are currently paying out in 
bonuses well over a billion pesos (about 
185 million dollars). Even a worker who 
quit his job in midyear is entitled to re- 
ceive a bonus. 

Inflation, already running high in Ar- 
gentina, gets an extra hypodermic with 
the payment of the bonus. The economy 
goes haywire in the midsummer heat of 
Christmas in Buenos Aires. Firms deluge 
the Government with vain requests for 
more credit to meet pay rolls. Banks run 
out of change. Businesses boom and bust. 
Some workers go on spending sprees, 
jam shops holding “bonus sales,” crowd 
race tracks, roulette tables and seashore 
resorts. 

Price controls fail to stem the demand 
on the limited amount of goods available, 
so the “bonus sales” frequently mark 
prices up instead of down. 

In previous years, imported goods were 
still available. This Christmas, lagging 
domestic production has to cope with the 
rush of bonus pesos. B.S.R. 
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FROM THE CAPITALS OF THE WORLD 


PRAGUE....PARIS....HONG KONG.... 





>> Inside view of Czechoslovakia is now available to show how Communists have 
tightened their grip on the best industrial setup in Eastern Europe. Findings 
offer no hope that the Czechs can escape from Soviet control any time soon. 
Czech Tito to lead a revolt against Joseph Stalin, as Marshal Tito is doing 
in Yugoslavia, is nowhere in sight. Observers in Prague report that, though Tito 
is a hero to many in Czechoslovakia, he isn't likely to have an imitator there. 
Government is strongly civilian. There are no veteran fighters like Tito about. 
Czech Army, unlike Tito's Partisans, never has fought a battle. It's not 
a strong military machine. Purge of top officers who wanted to resist Moscow in 
1948, before Communists took over the country, has further weakened it. 
One plot to revolt, an Army plot to overpower the Communists, fizzled when 
a Stool pigeon talked. Any future plots, it is felt in Prague, will end the 
same way. Tendency to talk is strong. Plots always seem to get discovered. 








>> There's also resentment in Prague against the U.S., a feeling the U.S. has 
let Czechoslovakia down. This feeling acts as a damper on the idea of revolt. 
U.S., people in Prague will tell you, encouraged Czechs to resist Nazis 
during the war, then turned the country over to the Russians. Idea seems to be 
that American troops and aid might have been used in 1945 to keep Russia out. 
U.S.S.R., on the other hand, stood by Czechs at Munich, refused to appease 
Hitler at Czechs' expense, as Western Allies did. This is still talked about. 
German situation adds to Czechoslovakia's mistrust of U.S. and the West. 
Fear in Prague is that U.S. is about to rearm Western Germany. To Czechs, this 
Tooks like 1938 all over again. There's uneasiness about Soviet arming of East 
Germany, too, but Communists play that down, play up U.S. moves in West Germany. 
Result has been to undermine Czechoslovakia's traditional trust in America. 
Since Czechs don't really trust Russia, either, they feel frustrated, alone. 





>> Czech Communists, in addition, haven't really cracked down on the people 
yet, haven't had to use terror tactics in vogue in other Soviet satellites. 
Purges, though widespread, have been relatively mild, bloodless. : 
Church fight doesn't arouse everybody in Czechoslovakia to side with Rome as 
against Moscow. The country isn't solidly pro-Vatican on the Church issue. 
Land reform is another issue in which Communists have considerable popular 
backing. Actually, farm collectivization is going slowly, without much uproar. 








>> For a look at the weak spots in Communist-run Czechoslovakia.... 
Living standards are going down. Clothes and shoes are hard to get. Peo- 
ple are beginning to look shabby. As for cars, radios, they're just for export. 
(over) 
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Industrial output is down, well below the wartime peak. One reason is that 


the Czechs deported the Sudeten Germans, some of whom had all the know-how in 
major industries. Another reason is that Czechoslovakia can't earn enough dol- 
lars or other hard currencies with which to buy Swedish iron ore for her steel 
mills or American cotton for her textile plants. The U.S. embargo is hurting. 
Split in Communist Party is still another weakness. President Gottwald has 
lately been inclined to soften or postpone some of Moscow's more drastic orders. 
Prime Minister Zapotocky prefers to do exactly as Moscow says. Showdown on this 
situation is to be expected. As a hint, Moscow is sending to Prague some new 
police trained in Soviet methods. They're to see that orders are carried out. 
As things stand, the Communists are in solid control of Czechoslovakia, and 
Moscow is in control of the Communists. Industrial output is lagging, but the 
country's industrial potential--outstanding in Eastern Europe--is on tap for 
Soviet use. In Prague there are no signs of a Titoist revolt against Stalin. 











>> Outside the Soviet sphere, the Communist Party is having its troubles. 
French Communists are in the midst of a party crisis. Italian Communists 
are being purged for visiting Marshal Tito in Belgrade. Norwegian Communists 
have split in two over the Tito issue. Swedish Communists are losing ground to 
pro-Tito Socialists. In Western Germany, 10 ranking Communists have been purged 
for Titoism. In other countries--Austria, Belgium, Britain, Switzerland-- 
Communist leaders are having similar troubles holding the boys in line. 
Situation in France shows what's up. There, Communist unions are losing 
strength. Communist papers are losing subscribers. Party leaders are publicly 
rebuking Communist rank and file for failing to join strikes and "peace" rallies 
ordered by Moscow, and for letting in "Titoist spies." A purge is under way. 
Tito's defiance of Stalin, it seems, is giving other Communists the idea. 























>> Blueprint for new Communist revolutions in Asia is now ready. It's in stock 
at Peiping, capital of Communist China. Details of the blueprint have appar- 
ently been approved by Moscow and endorsed by a special mass meeting in Peiping. 
At this meeting, Communists from every Asiatic country except Japan were on 
hand. Now the delegates are returning to their countries to carry out orders. 
There's nothing secret about it. The Peiping meeting was discussed by the 
Communists over the radio. Details of the blueprint have been broadcast, too. 








>> Specifically, what the Asiatic blueprint says to Communists is this: 
Armed rebellions are to be started in every country in Asia where they are 
not already in progress. Where they're under way, they are to be expanded. 
Armies of "liberation" are to be built up. Guerrilla forces aren't enough. 
Win battles, don't just take cities, Asia's Communists are being advised. 
Cities will fall later, anyway, after the surrounding countryside is occupied. 
Peasants are to be won over first. They are needed as soldiers. 
That's how it was done in China, and that is now the model for all Asia. 











>> French Indo-China may be first to feel the effect of the new blueprint. 
Chinese Communists have prepared their excuse for intervention, accusing French 
of harboring Chinese Nationalists who retreated over the border. As it is, the 
Situation in Indo-China is critical for France. French troops hold most major 
cities, but Communist guerrillas control most of the surrounding countryside. 
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Tradition or No, Freshmen Darby, Dworshak, Lehman, Benton 
Are Expected to Be Vocal and Influential in Senate Roles 


Four new Senators are to bring new 
influences into the election-year session 
of Congress that convenes next month. 
Two of them—Harry Darby, of Kansas, 
and Henry C. Dworshak, of Idaho—are 
skilled and experienced shapers of Re- 
publican strategy. The others—Herbert 
H. Lehman, of New York, and William 
Benton, of Connecticut—bring depend- 
able support for President Truman’s 
“Fair Deal” program. 

Each has an unusual career behind 
him that will be reflected in the de- 
velopments of the session. None may be 
expected to heed the old Senate tradition 
that a new member must keep to the 
background. To look at the men: 
> Mr. Darby, a wealthy steel manufac- 
turer, is holding his first public office after 
20 years in politics. He has just been ap- 
pointed by Governor Frank Carlson to 
fill the unexpired term of the late Senator 
Clyde M. Reed. For the Governor, it was 
a difficult decision. More than 200 names 
were suggested for the vacancy, and it 
is no secret that Mr. Carlson would like 
a Senate seat for himself. 

In the end, he chose Mr. Darby for a 
number of reasons: 

The Senator-designate has been a gen- 
erous contributor to Republican cam- 
paign funds. He was a close friend and 





HARRY DARBY OF KANSAS 


staunch supporter of the late Senator 
Reed throughout the latter’s extensive 
political career. So it was thought fitting 
that Mr. Darby should succeed him. 
Beyond these considerations, however, 
Mr. Darby is a man of much practical 
political acumen. In the autumn of 1948, 
he was one of the few to realize and to 
warn that Republican strength was much 
exaggerated. His warnings went unheed- 
ed, but in the election’s grim aftermath 
they gave him a new prestige in the 
party. He was urged to accept the job of 
National Chairman but turned it down. 
Governor Carlson expects Mr. Darby’s 
political talents to prove useful to the 
party in fashioning legislative strategy in 
the coming session. This strategy is but 
a prelude to the congressional campaigns 
that will follow in the autumn. Mr. Dar- 
by, with his knowledge of both the busi- 
nessmen and the farmers of the Middle 
West, obviously will be much consulted. 
He is 54 and lists himself as “owner” 
of The Darby Corp., a large Kansas City, 
Kans., steel-fabricating business that he 
organized in 1920 after serving an ap- 
prenticeship in a family-owned boiler 
factory. He dabbled in politics until 1928 
and then stepped out actively. 
In that year he was a county campaign 
manager for Mr. Reed, then running for 








HENRY C. DWORSHAK OF IDAHO 


Governor. In 1940, Mr. Darby became 
National Committeeman for Kansas and 
last year, after a bitter factional fight, he 
deposed Alf M. Landon as leader of the 
Kansas delegation to the National Con- 
vention and put it solidly behind Gover- 
nor Thomas E, Dewey of New York. 

Instead of running for re-election next 
autumn, Mr. Darby plans to step aside 
in favor of Governor Carlson. 
> Mr. Dworshak is to be given a place 
in Republican leadership councils almost 
automatically. He is skilled and _ ex- 
perienced in the maneuverings and 
stratagems that underlie the making of 
legislation. Behind him are eight years in 
the House and two in the Senate. 

Now 55, Mr. Dworshak was reared in 
Minnesota, learned the printer’s trade 
there and moved west to Burley, Ida., 
where he eventually became a newspa- 
per publisher and prepared for a _polliti- 
cal career. He first was elected to the 
House in 1938. In 1946, he won election 
to the Senate to fill an unexpired term of 
two years. 

Mr. Dworshak’s voting record is con- 
servative, anti-New Deal. He has cham- 
pioned Government economy. He voted 
against the Marshall Plan and has crit- 
icized the reciprocal tariff program. He 
was closely associated with the Republi- 
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can leadership on questions of legislation 
and national politics. 

Running for re-election to the Senate 
in 1948, Mr. Dworshak was beaten by a 
Democrat, Bert H. Miller. Upon Mr. 
Miller’s recent death, Idaho’s Republican 
Governor named Mr. Dworshak to the 
vacancy. His new term runs until 1950. 
A special election next November will 
present Idaho with a double Senate race. 
Mr. Dworshak will be seeking re-elec- 
tion, and so, too, will Senator Glen H. 
Taylor, who deserted the Democratic 
Party in 1948 to become Henry A. Wal- 
lace’s vice-presidential running mate. 
> Mr. Benton is about to become both a 
Senator and a Democrat. A liberal, and 
a supporter of both the New Deal and 
the Fair Deal, he always has listed him- 
self as an independent. He was appoint- 
ed to the Senate by his old business 
partner, Governor Chester Bowles of 
Connecticut, and many of the Stute’s 
Democratic workers are grumbling. They 
think the post should have gone to one 
of their own group. 

The appointment reactivates an old 
partnership. Mr. Benton and Mr. Bowles 
formed the advertising firm of Benton 
and Bowles in 1929 and made a fortune 
out of it. Then they dissolved the part- 
nership and each went his own way. 

While Mr. Bowles became wartime 
Price Administrator, Mr. Benton became 
vice president of the University of Chi- 
cago and head of the Encyclopaedia 
Britannica. He also remained active in 
business affairs. Among several enter- 
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. . . two staunch supporters of the President's ‘‘Fair Deal’’ program 
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prises, he was owner of a firm that sends 
lulling music into hotels and restaurants. 

In 1945, Mr. Benton was appointed 
Assistant Secretary of State and served 
for two years. He attended six interna- 
tional conferences, three of them as chair- 
man of the American delegation. And he 
was instrumental in establishing the 
“Voice of America” broadcasts to other 
nations, particularly Russia. 

Mr. Benton was appointed to succeed 
a Republican, Raymond E. Baldwin, who 
left the Senate for appointment to the 
Connecticut Supreme Court of Errors. 
Next autumn’s elections are expected to 
see the firm of Benton and Bowles re- 
united in politics, with Mr. Benton seek- 
ing re-election to the Senate and Mr. 
Bowles running again for Governor. 
> Mr. Lehman is capping a career of 
many achievements with a term in the 
Senate. He is a wealthy investment 
banker, the son of an immigrant father 
who did well in the cotton market. But 
he has given most of his career, includ- 
ing 10 years as Governor of New York, 
to liberal causes. 

He is committed, with some reserva- 
tions, to support Mr. Truman’s “Fair 
Deal” program. The commitment was 
firmly given in the course of last au- 
tumn’s election campaign. His opponent, 
John Foster Dulles, called for votes on 
the ground that the “Fair Deal” meant 
“statism,” big government and a tram- 
pling on individual rights. 

Mr. Lehman accepted the challenge 
and fought it out on that basis. He drew 
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the line, however, at supporting the Ad- 
ministration’s agricultural and compul. 
sory health-insurance plans. So, while he 
favors the “Fair Deal,” he may prove 
somewhat choosey about its details. 

Except for one temporary rift, Mr, 
Lehmarr was on the closest terms with 
the late Franklin D. Roosevelt. As Gov- 
ernor of New York, the Senator-elect in- 
stituted a sweeping program of social 
and labor reforms that filled in, for the 
State, many of the gaps in the New Deal. 
The rift came as a result of President 
Roosevelt’s Supreme Court reorganiza- 
tion plan of 1936. Mr. Lehman did not 
like it and said so. 

When Senator Robert F. Wagner re- 
signed from the Senate, Mr. Dulles was 
appointed to serve until the special elec- 
tion of last November. Now, Mr. Leh- 
man will fill the remainder of Senator 
Wagner's unexpired term. Next autumn, 
he is expected to seek re-election for a 
full term. 

Senate numbers. The Republican- 
Democratic division of the Senate is 
unaffected by the new members. In Con- 
necticut, a Democrat replaces a Repub- 
lican, but, in Idaho, a Republican 
replaces a Democrat. Mr. Lehman fol- 
lows Mr. Wagner, both Democrats (after 
the Dulles interim), and Mr. Darby re- 
places Mr. Reed, both Republicans. 

However, the new members bring 
with them qualifications that indicate 
much may be heard from them before the 
session is very old, despite the old tradi- 
tion of silence for freshman Senators. 
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America’s defenses are in a sorry state. 

Billions are being spent in the name of defense 
but the American people are being deceived by an 
official propaganda of canned speeches and state- 
ments into believing that national security is being 
attained. 

When a committee of America’s most enlight- 
ened businessmen, speaking through a staff of ed- 
ucators and qualified observers of governmental 
functions, issues a comprehensive report calling 
attention to neglect and failure, it is time for the 
American people to become concerned. 

As a service to the public, the text of the report 
of this group, known as the Committee for Eco- 
nomic Development, is printed in full on the pages 
immediately following this editorial. 

The CED already has played a vital part in the 
formation of American opinion on questions of na- 
tional and international importance. It has always 
taken a progressive view. It is liberal in its outlook. 
It is concerned with human rights as well as prop- 
erty rights. Until he came to the Government re- 
cently, Paul Hoffman was the head of this organ- 
ization. 

What the new report says should be read by 
every member of Congress, because it is that body 
which has the final responsibility for our defenses. 
America has not yet succumbed to the “general 
staff” concept of militarism originated by the Ger- 
mans and now the undercover objective of the 
military autocrats at the Pentagon. 

The CED particularly stresses the tendency to- 
day to build up a military dictatorship. It doesn’t 
call names or become a party to the tragic differ- 
ences that have arisen at the top levels in Washing- 
ton between the armed services. But it does point- 
edly call attention to palpable weaknesses in the 
structure and the threat to individual freedoms. 

Loss of freedoms: Unlike many reports of criti- 
cism, the CED proposes solutions. It strikes at the 
heart of the issue—the lack of civilian control and 
the manner in which military bureaucracy has 
taken over in Washington. It emphasizes the loss 

of freedoms—the censorship, the suppression, the 
interference with individual liberties. It might well 
have added that the recent “purges” and the vin- 
dictiveness with which some personnel policies are 
administered in the armed services smack more of 
the methods of the Nazis and the Stalinites than 
it does of free America. 









WHERE IS THE COMMANDER IN CHIEF? 


By DAVID LAWRENCE 


The report doesn’t, of course, cover all the 
ground. Members of Congress who have ventured to 
go contrary to some of the demands of the military 
bureaucrats have actually been threatened with op- 
position at the polls by veterans groups controlled 
in the Pentagon. The pressure to sway the Armed 
Services Committees of Congress is extraordinary. 

One-man control: But with keen insight, the 
CED points at the root of the trouble—the tend- 
ency to let one bureaucrat control everything. In 
the passion for “unification,” one man—the Secre- 
tary of Defense—has been given dictatorial powers, 
with virtually no checks and balances. If he falls 
under the influence of the military bureaucrats, 
there is no effective way to overcome his mistakes 
or for the public even to know about them. 

So the CED suggests that “there be added to the 
National Security Council three full-time civilian 
members without other governmental responsibili- 
ties.” It further recommends that one of these mem- 
bers “be made responsible for a more effective flow 
to the public of information relating to national se- 
curity,” and that one “be made responsible for re- 
viewing the effect of security measures on individual 
liberties and advising the President thereon.” 

It was also recommended that “the role of the 
National Security Resources Board be clarified 
and developed” and that “a full-time Chairman of 
the Board be promptly appointed.” 

Other recommendations of the CED are that 
“within the Department of Defense there be a 
strong civilian staff independent of control by the 
military services to aid in developing and evalu- 
ating defense policy” and that “a Committee on 
National Security be established in each house of 
Congress, representing all committees of each house 
whose jurisdiction covers a significant part of the 
field.” 

Most of all, the CED stresses the importance of 
constant attention by the nation to the security 
program in its relation to individual liberties and 
our free economy. : 

But as one reads the report, these vital questions 
come to mind: What has the Commander in Chief 
been doing? Who has been pulling the wool over 
his eyes? Does he know what is really going on in 
the defense set-up? Why has the situation been al- 
lowed to reach the state of inefficiency and scan- 
dalous confusion that now exists? Where is the 
Commander in Chief? 





DECEMBER 23, 1949 

















Civilian Control or Militarism? 





CIVILIAN CONTROL 


OR MILITARISM? 


A Statement on National Policy by the 


Research and Policy Committee 


of the Committee for Economic Development 








EDITOR’S NOTE: The following statement on na- present security arrangements some definite threats 

tional policy was issued by the Committee for Eco- to the traditional supremacy of civilian authority 

nomic Development, an organization that includes over the military and to individual liberties. Spe- 

many business leaders of the nation. It was prepared cific recommendations call for changes that CED 

by the Research and Policy Committee of CED. believes would strengthen civilian control, provide 
The statement deals with the new security prob- safeguards for individual freedom and increase the 

lems facing the United States, seeing in the country’s efficiency of the defense setup. 
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1. THE THREATS TO OUR NATIONAL SECURITY AND INDIVIDUAL FREEDOM 


1. We live in a world of insecurity, in a critical 
period which may last a generation. 


Since the surrender of Germany and Japan four years ago, 
there has been no peace. Peace conferences end in deadlock; 
peace treaties remain unsigned. The institutions of world gov- 
ernment are unproved and indecisive. New weapons of de- 
struction dominate the headlines. 

The coalition that won the war has broken up; former allies 
have divided into hostile camps. The former enemy presents 
an uncertain problem. Arms expenditures do not fall to ex- 
pected levels and the atom bomb seems to be no longer an 
American secret. A disturbing sense of insecurity is every- 
where. This is “cold war.” 

The fear of war may dominate our lives for a generation. 
The imminent threat of war will rise and fall; we may face 
alternating periods of optimism and pessimism, but the threat 
may last for decades. We must assume that war is not in- 
evitable but we must also assume that there is little prospect 
of genuine peace in the near future. Large-scale measures 
for national security seem necessary for vears to come. 


2. We are now faced with entirely new problems. 


Changes in the world distribution of power, added 
to revolutionary developments in military weapons, have 
fundamentally changed the character of our security prob- 
lem. 
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Historically, we have been slow to fight and quick to dis- 
arm. We have opposed large standing armies. We have op- 
posed economic controls for military purposes except in a 
shooting war. We have opposed peacetime censorship. 

Our past defense policy has been successful in large 
part because of our distance from potential aggressors. 
Our allies have had the strength to hold off the enemy 
while we rearmed. But. in today’s era of atomic bombs, of 
planes faster than sound, of electronics and of germ war- 
fare, distance loses much of its value as a defensive barrier. 
Potential allies are no longer in a position to insure us 
time for rearmament. Possible aggressors can act swiftly, 
secretly and with the co-operation of individuals within our 
borders. In such aggression, the great manufacturing, sup- 
ply and operating bases in America seem the natural tar- 
gets of first attack. 

For the first time in our history, we, in effect, share a com- 
mon border with powerful potential enemies. 


3. Today's conditions necessitate a major 
security program. 


In this new situation we Americans are painfully learn- 
ing that our security program cannot be kept to a minor 
budget or to an incidental effect on our peacetime lives. 
While we continuously exert every effort to prevent war, 
at the same time we must be prepared to fight at a mo- 
ment’s notice. 
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a great increase in the role of the military in our Government, 
a great increase in bureaucracy, and expanding dominance of 
Government over industry and an increasing interference with 
individual freedoms. 


On military defense alone we are now spending over 14 
billion dollars a year, fifteen times as much as before the 
last war. In addition, billions of dollars are to be spent on the 
rearming of other nations. 































But our security program is only partly a matter of rearma- Much of this is inevitable. When we increase our military 
ment. The European Recovery Program on which we spent defenses we necessarily increase the role of the military in our 
over 4 billion dollars in fiscal 1949 is in large part a security Government. When we increase the share of our resources 
measure. So also are such projects as atomic energy, our for- devoted to armament, we unavoidably enlarge the scope of 
eign broadcasts and the conduct of much of our diplomacy Government in industry, in politics, in science and education 4 
in incoming intelligence. and in every sphere of life. 

Estimates of the cost for rearmament and other forms of We have already given up important freedoms without 
security expenditure at home and abroad during the next adequate challenge. Freedoms unexercised may be freedoms 
few years amount to 20 billion dollars or more as an annual forfeited. 
minimum. This is nearly a tenth of our national production. This trend, particularly if coupled with fear and hysteria 
It is truly a tremendous expenditure of national resources. or with complacency and ignorance, may produce policies 

The security program affects our lives in still other ways. which, in the name of security, endanger essential liberties. 
It is reflected in peacetime Selective Service. It is reflected in Security measures, uncurbed by the requirements of freedom, 
the loyalty investigations. It is reflected in high and still can undermine our free institutions. Public apathy and the 
higher taxes and their effect on our behavior. It is re- pressure for security can lead us along a dangerous road—a 
flected in censorship over scientific and technical informa- road that ends in what has aptly been called a garrison-police 
tion. It is reflected in the confusion of citizens unable to state. 
evaluate national policy because of limited knowledge and In a garrison-police state, the soldier and political policeman 
information. rise to power while the institutions of civilian society and of 

The security program is a necessary and, at the same time, freedom shrink. In the name of security, channels of public 

— a dangerous force in our society. information dry up; the press becomes a mere purveyor of 
official handouts. Cut off from significant information, editors, 
ts 4. Our security program threatens our commentators and group leaders become less accurate in their 
ty individual freedoms. judgments. The process of public discussion atrophies. Polit- 
“* ical parties decline. The power of Congress dwindles. Ad- 
D Though adequate security is essential to protect our free- ministration by civilians shrinks, relative to administration in 
Je doms, the program aimed at security raises new threats to uniform. The coyrts weaken. Cut off from information, the 
he our freedoms and to our way of life. Under it there has been power of the citizen fades. Local plans are subordinated to 
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central purposes. The free market is constricted. Labor is 
hedged in by special regulations. Consumers find their range 
of choice reduced. Decisions come to be made by an all- 
powerful Government, All freedoms suffer. 


5. We must seek both national security and 
individual freedom. 


National security means national freedom—freedom to de- 
termine our own national policies without external coercion. 
This is a basic national goal. Our system of individual free- 
doms—freedom of speech, freedom of opportunity, freedom of 
worship and other freedoms—is an equally basic objective of 
national policy. 

Yet neither national security nor individual freedom can be 
absolute. Both can be increased by improved efficiency and 
balance within the security program. But measures to in- 
crease one can operate to decrease the other, Where there is 
such conflict, the problem is to work out an acceptable bal- 
ance. Just how much we allow security measures to impair 
freedom must depend on circumstances, and the relative risks 









to security on the one hand and to the survival of free jp. 
stitutions on the other. 

In time of war, security takes temporary precedence oyer 
individual freedom. Restrictions of freedom are freely ac. 
cepted when they seem necessary for national survival. The 
need for unity, swift action and secrecy overrides normal 
resistance. 

At the present time, the balance must be weighted in the 
direction of freedom. Freedom itself contributes to security, 
Freedom of scientific inquiry contributes to the production of 
improved weapons. The maintenance of a free economy en- 
courages the development of economic strength and the 
growth of a strong, self-reliant people. The maintenance of 
individual freedoms creates the greatest bulwark of our 
security—the energy and intelligence of free men working 
together to build and to save their own and their country’s 
freedom. 

Even more important, freedom and the dignity of the 
individual are the very foundation of our society, and the 
ends for which we are striving. Without them security loses 
its purpose. 


Il. ON WHAT DOES OUR FREEDOM DEPEND? 


Freedom depends on adequate security measures. But the 
security program threatens two major institutions on which 
our freedom depends: the traditional supremacy of the civil- 
ian over the military and our system of individual liberties. 
Herein lies the dilemma. 


1. Civilian supremacy is essential to freedom. 


The men who drafted our Constitution provided that a 
civilian—the President—should be Commander in Chief of 
the armed forces. They insisted also on the civilian control 
represented by the authority of Congress and, beyond this, 
by the power of citizens to elect the Congress and the Presi- 
dent. This civilian principle has been advanced in many other 
ways: by appointment of civilian secretaries of the War and 
Navy (and now Defense) Departments, by civilian control of 
the War Production Board in World War II, by civilian control 
of the Atomic Energy Commission. 

The purpose of this civilian control of the military is clear 
—(1) to protect free institutions, (2) to insure that military 
measures fit into the larger programs of national security and 
national policy of which the military is only a part, and (3) 
to promote efficiency in the military establishment itself. 

There is today no direct challenge to the principle of civil- 
ian supremacy nor to the legal chain through which it can be 
exercised. But the magnitude and character of our security 
program make the effective exercise of civilian supremacy 
increasingly difficult and all the more necessary. 


THE DIFFICULTIES THE PRESIDENT FACES 
IN EXERCISING CIVILIAN SUPREMACY 


As Chief Executive and as Commander in Chief of the 
armed forces, the President is the constitutional manager of 
our security system. In the discharge of his responsibilities, 
he must work through many agencies. The Department 
of Defense is responsible for the military aspects of se- 
curity. The Department of State is responsible for develop- 
ing and carrying out a foreign policy geared to our security. 
Many other agencies play important roles, among them the 
Atomic Energy Commission and the Economic Co-opera- 
tion Administration. 

To assist in co-ordinating the work of these many agencies, 
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the President relies upon his Cabinet, upon a few immediate 
advisers, and upon such staff agencies as the Bureau of the 
Budget, the Council of Economic Advisers, the National 
Security Council and the National Security Resources Board. 

The complexity of our security organization suggests the 
magnitude of the burdens placed upon the President. He 
urgently needs an effective staff to provide him with a com- 
prehensive and balanced review of the security program. For 
such review the President requires the efficient operation of 
the two top-level Cabinet committees, the National Security 
Council and the National Security Resources Board. 

These two agencies, though not well known to the public, 
are potentially two of the most powerful and valuable agencies 
designed to assist the President on security matters. They 
were established by the National Security Act of 1947 
(amended in 1949). The National Security Council was 
created to advise the President on the integration of domestic, 
foreign and military policy. It now consists of: 

The President The Secretary of Defense 

The Vice President The Chairman of the National 

The Secretary of State Security Resources Board 
The President may add additional members. 

So far, the National Security Council has not fully lived up 
to its high potential though it has made important progress. It 
has been effective in dealing with certain emergency matters, 
has developed increased co-ordination between the State and 
Defense Departments (including the Central Intelligence 
Agency and the Joint Chiefs of Staff) and has made progress 
in developing defense policies. But it does not appear that it 
has yet formulated a comprehensive set of current and long- 
range security policies covering both foreign and domestic 
aspects of the problem, As a result, the President is seriously 
handicapped in carrying out his responsibility to recommend 
a balanced and comprehensive security program to the Con- 
gress and the people. 

The National Security Resources Board, which also reports 
directly to the President, was created to advise the President 
on the co-ordination of military, industrial and civilian mobili- 
zation. Under a civilian chairman, the Board consists of: 

The Secretary of State The Secretary of Commerce 

The Secretary of Treasury The Secretary of Interior 

The Secretary of Defense The Secretary of Labor 

The Secretary of Agriculture 
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The National Security Resources Board has not lived up 
to its potential. It was established to prepare a sound mobili- 
zation plan, to formulate stockpile policy, to relate the de- 
mands of our security policies to national capacities and 
resources and in general to survey the impact of security pro- 
grams upon the economy in times of peace or war. It has been 
characterized by lack of clarity of purpose and by inability to 
establish satisfactory working relationships with other se- 
curity agencies. Its failure to fulfill its purposes not only handi- 
caps the National Security Council in its policy deliberations 
but further weakens the hand of the President. 

The National Security Act also set up a new executive de- 
partment of the Government, the Defense Department, under 
a Secretary of Defense, who is designated as the principal 
assistant to the President in all matters relating to the Depart- 
ment of Defense. The Act also provided for the Joint Chiefs 
of Staff as principal military advisers to the President, to the 
Secretary of Defense and to the National Security Council. 
The Act further established a War Council to advise the 
Secretary of Defense on broad policy matters affecting the 
armed forces. It established a Munitions Board to deal with 
such matters as procurement and the military phases of in- 
dustrial mobilization plans. It established a Research and De- 
velopment Board to deal with scientific research. Finally, it 
reconstituted the three military departments of Army, Navy 
and Air Force. 


THE DIFFICULTIES THE CONGRESS FACES 
IN EXERCISING CIVILIAN SUPREMACY 


The Congress also has encountered great difficulties in ex- 
ercising its responsibilities for national security policy. 

At least two thirds of the committees of both houses are 
concerned in one way or another with security policy. The 
Committees on Foreign Relations, Armed Services and Ap- 
propriations are obviously concerned. But other standing 
committees such as Agriculture, Labor and Finance also deal 
with aspects of security policy. And such joint committees as 
those on Atomic Energy, the Economic Report and the Eco- 
nomic Recovery Program are likewise involved. 

Problems come before Congress in piecemeal fashion. Pres- 
ent procedure exposes and irons out some inconsistencies. It 
eliminates some superfluous items and assures a certain degree 
of economy and efficiency. But no congressional agency is 
responsible for looking at all aspects of security policy with a 
view to inconsistencies, duplications and oversights. Neither 
house has a committee structure designed to secure a balanced, 
comprehensive view of security policy as a whole. 

The Legislative Reorganization Act of 1946 went far toward 
improving the organization of Congress. The number of com- 
mittees was reduced. The burden upon the individual legis- 
lator was to some extent lightened. The standing committee 
structure of both houses was made more nearly parallel with 
the structure of the executive branch. But there is as yet no 
agency in the Congress to parallel the National Security 
Council. Congress is not yet organized to deal with security 
problems on a broad and balanced basis. 


THE DIFFICULTIES THE CITIZEN FACES 
IN EXERCISING CIVILIAN SUPREMACY 


Under our form of government the final review of security 
measures—and in many cases their initiation—lies with the 
public. To carry out this responsibility, the citizens should 
have the advantage of an efficient organization of the legis- 
lative and executive branches of Government. The present 
faulty organization produces needless public confusion as to 
security policy. 
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The citizen also needs much basic information he now lacks. 
The Government must withhold certain specific information 
in order to kevp it from potential enemies. The problem is 
where to draw the line. 

Recently the line has been drawn heavily on the side of 
secrecy. Our Government is following a much more com- 
prehensive program of secrecy than in any previous period 
when we were not at war. Moreover, our people have 
been cut off from important information through censor- 
ship, both formal and informal, by foreign governments. To 
an unprecedented degree, the public is depending for its 
foreign intelligence upon what our own Government agencies 
decide to disclose. 

Great danger is inherent in a poorly informed public. Even 
more important is the public apathy toward security policies 
due to lack of adequate and reliable information neces- 
sary for responsible discussion and judgment. An alert and 
well-informed citizenry is essential to the effective work- 
ing of civilian supremacy on which our democratic proc- 
esses depend. / 

Each of the links in the chain of civilian control, carrying 
through the President and Congress to the citizen, can and 
must be strengthened. Without effective civilian control 
there is danger that security policy will be made more and 
more by the military alone and in terms of the individual 
problems of military defense for which they are responsible 
rather than in the larger terms of security and freedom. 


2. Maintenance of our system of individual 
liberties is essential to freedom. 


The requirements of security and the fear and hysteria 
generated by the threats to our security require constant 
vigilance to preserve our individual liberties. 

We must deal vigorously and effectively with subversive 
activities. But we must also maintain the safeguards to in- 
dividual liberty. A threat to our liberty arises when the loyalty 
of individual American citizens is called into question. First, 
the loyalty of Government employes is examined. Then in- 
vestigations extend to the managers and employes of in- 
dustries working on defense contracts. Suspicion readily 
spreads to scientists, educators and students engaged in 
research. An atmosphere of suspicion favors the growth 
of political police. Agencies with power to investigate some- 
times degenerate into organs of oppression and intimidation. 
Necessary investigations into loyalty can deteriorate into 
witch hunts which threaten the whole structure of individual 
freedom. 

A more indirect threat to individual liberties comes when 
the security program endangers the free economy which under- 
lies so much of our individual freedom. Under conditions 
characteristic of a free economy—free markets, individual 
initiative, and a minimum of direct Government control— 
our great power as a nation has developed. Our society 
looks to individuals to make the multitude of decisions 
about production, consumption and other elements of eco- 
nomic activity. We depend on the action and interaction 
of individuals and enterprises to produce a sound and ex- 
panding economy. 

While this free economy is not perfect, it is the most flexible 
instrument yet devised to provide the individual citizen with 
maximum opportunity for the development of his capacities. 
This is a statement often made, but perhaps it cannot be re- 
peated too often. 

A security program of the present size threatens our free 
economy in three major ways: (1) by the burden of taxes on 
economic incentives; (2) by the control of business activity 
through Government contracts; and (3) by the likelihood of 


39 





Civilian Control or Militarism? 





- 





recurrent proposals to impose direct controls over economic 
activity, in the name of security. 

(1) The new billions in taxes weaken the incentive im- 
perative to the successful working of our free economy. 
Heavy taxes can weaken the incentive to produce. They 
can stifle new enterprise and reduce our long-range ability 
to produce both guns and butter. Their burden will de- 
pend both on their amount and how they are collected. 

(2) The more that Government purchases dominate 
the market, the more businessmen become, in effect, hired 
administrators of Government contracts. The free market 
is thus narrowed. As Government purchases rise, the 
power of Government to use uneconomic means to control 
production is increased. Carried far enough, the ex- 
pansion in Government purchasing can destroy a free 
economy. 

(3) The pressure for direct controls to strengthen the 
military program is great. In wartime this pressure is 
overwhelming. The drafting of man power and industry, 
the allocation of strategic materials, price and wage con- 
trols, and a host of other direct controls have become a 
necessary part of modern warfare. In war, the survival of 
the society takes precedence over immediate maintenance 
of a free economy. But, now, the question of direct con- 
trols is quite a different matter. The preservation of the 
free economy becomes an essential objective. The use 
of such powers for security or other reasons would re- 
duce the area in which free market forces were able to 
operate and, carried far enough, will undermine the freé 
economy. 

Security bought at the cost of destroying our system of 
individual liberties or our free economy would be self-defeat- 


ing. 


3. An adequate and balanced security 
program is essential to freedom. 


Though our freedom is threatened by our security program 
it would be threatened even more gravely without it. Freedom 
cannot survive in today’s world without reasonably adequate 
security. 

An adequate security program obviously requires a large 
military establishment. But it must also include such non- 
military weapons as diplomacy, world information, economic 
aid and an effective intelligence service. 

Diplomacy is, in a sense, our first line of security. Effective 
diplomacy can help in preventing war and can strengthen our 
position in case of war. It can help build up a network of 
understanding among all nations willing to act together for 
peaceful purposes. It can hinder the building up of hostile 
combinations of nations. It can enhance the authority of 
international organizations. 

The program for supplying information to other peoples 
through the Voice of America and kindred activities is also a 
major instrument of national security. News about America 
is a corrective to the one-sided reports that distort the image 
of our country in the minds of the leaders as well as the 
peoples of so many areas of the world. It is a realistic influence 
for peace. It keeps hope alive among the oppressed. 

Nondemocracies are likely to underestimate the strength 
of democracy. They seldom understand that the seeming dis- 
order of democracy is not chaos but only a type of order that 
differs from a chain of command. The Kaiser and Hitler both 
erred by greatly underrating the strength and determination of 
the United States. We do not want such errors again. 

Less formalized means of communication are equally im- 
portant. The representatives of American business going 
abroad exercise a vital influence on the thinking of key 
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individuals in foreign countries. American scholars abroad 
can do much to correct the distorted picture of America tha 
some foreign leaders and peoples have formed. Foreign schol. 

ars and students who come here speak with an even more 

powerful voice when they return home as experts on the 

United States. The treatment of news by the American press 

services, radio commentators and news films can have a pro. 

found impact upon our security position abroad. 

The European Recovery Program also contributes to secur. 
ity. It speeds recovery and economic development abroad by 
increasing production and reducing impediments to trade and 
so strengthens our allies. It can strengthen the will among 
our friends abroad to cooperate for peace and security. This 
will would be weakened if America existed as an island of 
prosperity in a poverty-ridden world. 

An integrated and effective incoming intelligence service 
is a basic part of an adequate security program. An accurate 
appraisal of how our friends and potential enemies think and 
feel toward Americans and what they are doing about it i 
essential if we are to time our policies and production pro- 
grams to the needs of every situation. We need to know 
of specific weapon developments in other nations and of 
the strategic disposition of military forces. Knowledge of 
impending attack may mean the difference between vic: 
tory and defeat. An intelligence service, properly organized 
and staffed, can be equal in value to many ships, tanks and 
planes. 

In the working out of an adequate security program, the 
chain of civilian contro] has a dominant role to play. The 
military, whether Army, Navy or Air, are specialists. The 
are trained to be responsible for military matters but not 
for the broad questions of security and freedom or the 
relation between security policy and other elements of 
national policy. Such broad questions are necessarily a 
civilian responsibility. 

Even in military matters, civilian leadership can be im- 
portant. In 1940, public opinion was ahead of the official 
military and administrative opinion as to the country’s capat- 
ity to produce and use planes. Similarly, civilian pressure has 
been a primary force toward unification of the armed forces. 
An effective civilian control can offset any tendency for the 
military to prepare to fight a possible War III with the weap- 
ons and strategy of War II. 

A satisfactory balance and timing must be maintained be 
tween the different parts of the security program and be 
tween this program and other national programs if it is to be 
effective and not a greater threat to freedom than is necessary 
At the present time, there is reason to believe that our security 
program is neither efficient nor in balance. There are ev: 
dences of low efficiency and, despite the Unification Act a 
1947 and the changes effected in the summer of 1949, the 
nation’s defense forces are characterized by deep-seated serv: 
ice rivalries, by wide-spread conflict over basic strategic cor- 
cepts and weapons, and by an alleged low state of morale in 
one of the services. 

Furthermore, a balance must be kept between the security 
program and programs serving other objectives of national 
policy. In particular, welfare programs compete with the se- 
curity program for funds. Yet welfare programs can contribute 
to security by reducing inequities in our system that provide 
effective ammunition for hostile propaganda. 

In the development of the security program, a fine quality 
of judgment is required at all levels. Recommendations need 
to be made by the executive branch after balanced considera- 
tion of all aspects of national policy. Our lawmakers must 
keep America solvent as to both ideals and resources. An in- 
formed public needs to remain alert to the dangers to both 
security and freedom. 
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Ill. RECOMMENDATIONS TOWARD IMPROVING OUR NATIONAL 
SECURITY AND PRESERVING OUR INDIVIDUAL FREEDOM 


There can be no simple solution to the problems of security 
and freedom. We must look to time and the wisdom of public 
discussion to find the answers. But public wisdom cannot be 
brought to bear if the chain of civilian control is ineffective, 
if the basis for informed discussion is lacking, or if policy is 
approached in a piecemeal fashion. 

The recommendations which follow offer only one step 
toward bringing public discussion to bear on these continuing 
problems. They are concerned almost entirely with organiza- 
tion and procedure. Their aim is to strengthen the machinery 
by which adequate and balanced discussion of security policy 
and its relation to freedom can be carried out at all levels. It 
is our belief that these recommendations, if put into effect, 
will lead to a powerful strengthening of both freedom and 
security. At the same time we realize that there may be alter- 
native methods of organization and procedure which would 
be equally effective toward this end. Our basic concern is that 
there be effective control and that this lead to a balanced 
over-all review of security policies in order to provide ade- 
quate national security while preserving our individual free- 
dom. 


Toward More Effective Exercise 
of Civilian Supremacy 


The strengthening of civilian control requires action at each 
level to aid the President, the Congress and the individual 
citizen in the exercise of their respective responsibilities. 


AT THE EXECUTIVE LEVEL 


To aid the President in developing a balanced policy with 
respect to security and freedom, we recommend: 

(1) That the National Security Council be developed as 
the principal executive agency on which the President relies 
for formulating and reviewing comprehensive and balanced 
security policies. 

(2) That there be added to the Council three full-time 
civilian members without other governmental responsibilities. 

The suggestion has been made that a new Civilian Com- 
mission on Security Policy and Freedom be set up as a means 
for strengthening civilian control. We do not recommend 
this more drastic step at the present time. Rather than ex- 
periment with an entirely new agency, we favor assigning 
a broader role to the National Security Council in the hope 
that this more moderate proposal will serve the end of ade- 
quate civilian control. The Council is already established. 
Since about the time of the Greek crisis in 1947 it has met 
regularly, perhaps averaging a meeting a week. The statute 
under which it operates is phrased broadly enough to allow 
the Council to advise on all phases of national security, in- 
cluding its impact on individual freedom. 

The Security Council (in co-operation with the National 
Security Resources Board, the Bureau of the Budget, the 
Council of Economic Advisers and other appropriate agencies ) 
should continuously take the long view of all of America’s 
goals and commitments, our human and material resources, 
our rapidly changing technology, and the vital problem of 
timing. It should, on an objective basis, consider our security 
program with respect, for instance, to such basic and diverse 
questions as the utilization of island bases, new approaches to 
the stockpiling of critical materials, the integration of foreign 
aid, lend-lease, and our own military program, the peacetime 
and wartime uses of atomic energy and other scientific de- 
velopments, the impact of specific military programs upon our 
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natural resources, the character of direct controls required, 
if any, and the general trends of our diplomacy. In addition 
to these examples of more obvious problems, the Council 
should concern itself with the psychological aspects of security, 
such as the reorientation of Germany and Japan with relation 
to democracy and the use of propaganda as a weapon. Finally, 
it should concern itself with the relation of all these security 
policies to the problem of freedom. 

To help achieve a balanced and well-rounded security 
program, the three new full-time civilian members of the 
Council should be chosen for breadth of experience and out- 
standing judgment. They should be appointed by the Presi- 
dent with the approval of the Senate, and serve at the will 
of the President. They should have the standing of Cabinet 
officers and should attend Cabinet meetings at the discretion 
of the President. They should be kept free from all duties not 
directly related to the work of the Council. At present, the 
regular statutory members of the Council are already over- 
burdened with great administrative responsibilities. The 
three additional members would be available for continuous 
top-level work on security problems. 

One new member should become a general assistant to the 
Chairman. The other two members should be given special 
responsibility with respect to public information and individual 
liberties in addition to their regular duties. These responsibili- 
ties are indicated later in specific recommendations. 

We further recommend: 

(3) That the role of the National Security Resources Board 
be clarified and developed. 

(4) That a full-time Chairman of the Board be promptly 
appointed. 

The work of the National Security Resources Board is 
closely related to the over-all responsibility of the National 
Security Council. The Chairman of the Board is a member of 
the Council and should bring to bear in the Council’s delibera- 
tions the views of a Board and staff concerned with the re- 
lationship of security needs to the nation’s economy. Only a 
full-time Chairman can perform this vital function. It is 
imperative that the President clarify the role of the Board 
and appoint a full-time Chairman who can concentrate his 
energies on the economic phases of our security problems. 

Clarification of the role of the Board will involve considera- 
tion of its relations with other agencies such as the Depart- 
ment of Defense, and of its planning duties with respect to in- 
dustrial mobilization, economic warfare and stockpiling. 

We further recommend: 

(5) That within the Department of Defense there be a 
strong civilian staff independent of control by the military 
services to aid in developing and evaluating defense policy. 

As far as the military aspects of the security program are 
concerned, the chain of civilian supremacy has to start in the 
Department of Defense. In order for civilian control to be ef- 
fective and to make its contribution, civilians have to be in 
touch with the work where it is being done. For the Secretary 
of Defense to perform his civilian role he needs a strong civil- 
ian staff in close touch with the various aspects of defense 
policy as they are worked out. 

We believe that with these five changes, the President could 
exercise much more effectively his responsibilities in the chain 
of civilian direction. 


AT THE CONGRESSIONAL LEVEL 


To strengthen the hand of Congress in achieving a proper 
balance of security and freedom, the Congress should take 
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positive steps to co-ordinate the various aspects of security 
policy. To this end we recommend: 

(1) That a Committee on National Security be established 
in each house of Congress, representing all committees of 
each house whose jurisdiction covers a significant part of the 
field. 

(2) That as far as possible these Committees on National 
Security act together in the manner of a Joint Committee. 

There are two clearly appropriate ways by which the 
Congress could provide itself with the means for viewing 
the security program as a whole. One is to create a Joint 
Committee on National Security. The other is to create a 
separate committee in each house. Both methods have ad- 
vantages and disadvantages. We believe that on the whole 
the advantage lies in having two separate committees, particu- 
larly if some of the advantages of a Joint Committee can be 
obtained through joint meetings of the two committees and 
close collaboration by their staffs. 

Each house would, of course, decide on the proper member- 
ship of its Committee on National Security. Presumably each 
Committee would include members representing the standing 
committees chiefly responsible for security, including those 
for Armed Services, Foreign Relations, and Appropriations. 
Standing committees having to do with other significant parts 
of the total security program, such as Agriculture, Interstate 
and Foreign Commerce, Labor, and Banking and Currency 
should also be represented. This would assure direct acquaint- 
ance on the part of all the committees responsible for legisla- 
tion on a significant part of the security program with the 
state of specific legislative proposals and the problems in- 
volved. 

Adequate staffs would be essential for the successful opera- 
tion of the Security Committees. They are needed to assemble 
and organize the material on the basis of which balanced 
policy can be made. 

These Security Committees would parallel at the congres- 
sional level the activities of the National Security Council. 
They would be reviewing rather than hearing bodies. With 
the help of competent staffs, they should maintain a compre- 
hensive and balanced picture of the security policies of the 
nation and their relation to freedom, enabling them to report 
to the other members of Congress and to the public on the 
picture as a whole or on particular aspects as occasion arose. 
There should be close co-operation between the Security 
committees of the two chambers, and with the National Se- 
curity Council. 


AT THE PUBLIC LEVEL 


To encourage and assist the citizen in exercising his re- 
sponsibility for security policy, we recommend: 

(1) That one full-time civilian member of the National 
Security Council be made responsible for a more effective 
flow to the public of information relating to national security. 

(2) That the President devote a part of his annual message 
to the Congress and the public on the state of the union to a 
discussion of the problems involved in the national security 
program and their relation to freedom. 

(3) That vigorous effort be made to stimulate discussion 
throughout the nation on the problems of national security 
and their relation to freedom. 

The assignment of one of the proposed full-time members 
of the National Security Council to be responsible for a more 
effective flow of information to the public would tend to 
counteract the present trend toward undue secrecy. This of- 
ficial should study all security regulations and recommend to 
the President changes designed to provide all possible access 
to information without sacrifice of basic security. He should 
examine the practical administration of security regulations 
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with a view to creating an atmosphere favorable to legitimate 
disclosure. And he should constantly press for the release of 
information. 

There is no more essential job to be done in America than 
to keep the sources of public opinion as free as possible from 
blocks and obstacles. The naming of a full-time member of 
the National Security Council to devote himself to this task 
would be a fitting recognition of its importance. 

It will be necessary to keep security regulations under 
continual study to make sure that the curtain of secrecy js 
not drawn tighter than necessary. Some information must be 
withheld. But we believe that the regulations could be so 
drawn as to provide the citizen with much more information 
than he now receives. 

More important than the letter of a regulation is the spirit 
in which it is administered. At present, there is one-sided 
emphasis upon the importance of secrecy in the indoctrination 
of officers both military and nonmilitary. A Government off- 
cial is rarely commended for disclosure. He may, however, 
be reprimanded or otherwise disciplined for “underclassifica- 
tion,” that is, for failure to make material confidential or 
secret. Accumulations of overclassified material can be found 
in many offices. A better balance between secrecy and dis- 
closure will give the citizen a sounder basis for exercising 
responsibility, without impairing the administration of secur- 
ity. Among the administrative practices to which attention 
needs to be paid is the custom of leaving classification in the 
hands of subordinates, especially clerks or secretaries. The 
resulting resistance to disclosure can be overcome only if 
there is positive pressure to release information. 

The annual state of the union message of the President has 
been throughout our history a vital means of providing Con- 
gress and the public with an over-all view of national policies 
and problems. Since it seems probable that the security- 
freedom problem will be a paramount issue for many years, 
it would be desirable that the President devote an important 
section of this message to the status of our security policies 
and their relation to freedom. This section could be based 
upon reports from the National Security Council and should 
be a comprehensive review of our security position and policies. 

There is constant need for more intensive public discussion of 
the problems of security and freedom. Public opinion is not as 
effective as it should be so long as it depends largely on random 
exposure to news and comment. Unless there is a comprehen- 
sive framework of discussion, the public will be confused. 

Various means are available for stimulating public dis- 
cussion of security issues. Congressional hearings can act as 
a stimulus. The President’s message on national security 
would provide a basis for discussion..News editors should in- 
vite discussion and radio time should be allocated to this pur- 
pose, Special forums throughout the nation should be spon- 
sored by universities, civic associations and other groups of 
citizens. These activities should aim to clarify the goals of 
national security policy and their relation to freedom, to re- 
view current trends affecting security and freedom, and to 
evaluate pending alternatives of policy. 


Toward Preserving Our System 
of Individual Liberties 


To strengthen the forces which operate to preserve our in- 
dividual liberties, we recommend: 

(1) That one full-time civilian member of the National Se- 
curity Council be made responsible for reviewing the effect 
of security measures on individual liberties and advising the 
President thereon. 

(2) That the section of the President’s annual state of the 
union message devoted to the national security program 
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(recommended above) include a review of the relation of the 
security program to individual liberties. 

(3) That the National Security Council, in reviewing the 
security program, give particular attention to the danger of 
undermining the free economy. 

The preservation of individual liberties must rest primarily 
on an alert public opinion. By having a full-time civilian 
member of the National Security Council responsible for 
analyzing the effects of security policies and measures on our 
liberties the danger of unnecessary limitations on liberty can 
be reduced. These analyses can also provide the basis for the 
presidential review of the subject. Such periodic reports on the 
effects of the security program on liberties could greatly aid 
the public in exercising its responsibility for preserving liberty. 

In appraising the threats of the security programs to the 
free economy, the National Security Council should give 
particular attention to the magnitude of the program both 
because of the resources it absorbs and the harmful effect on 
incentives which results from the heavy taxation necessary to 
support it. The Council should also give attention to the 
existing procurement machinery with the object of reducing 
to a minimum the danger of Government coercion of private 
business through contract controls and the danger of coercion 
of individuals through job assignments and similar restrictions. 
Finally, the Council should maintain a strong presumption 
against the use of direct controls to carry out a security program 
in a situation short of war, since direct controls tend to limit 
production, hold down the standard of living and undermine 
the free economy on which so many of our freedoms depend. 


Toward a More Balanced and Efficient 
Security Program 


The recommendations made for preserving our freedom 
will also help to produce better balance and reduce waste 
in the security program. In particular, strengthening the 
Executive through broadening the role of the National Secur- 
ity Council and the National Security Resources Board, 
strengthening the Congress through the establishment of 
Committees on National Security, and strengthening the citi- 
zen in exercising his responsibilities will all help the develop- 
ment of effective security. Measures for preserving our indi- 
vidual liberties and for preserving incentives and maintaining 
freedom of markets can also contribute to security. 

In addition, we recommend that both the executive and 
legislative branches of the Government conduct a continuing 
review of the security program fo see: 

(1) That waste and inefficiency in security expenditure 
is kept at a minimum; 

(2) That the security program itself is kept in internal 
balance, both as among the various types of military ex- 
penditure, and as between military and other forms of se- 
curity expenditure; 

(3) That measures to further the security objective and 
measures to further other important objectives of national 
policy are kept in balance. An over-all review of all national 
policies, their timing and their economic cost is needed to 
appraise their effects on both security and freedom. 

The Committee believes that such a review is especially 
needed because, in its opinion, the present security program 
tends to be unbalanced; it tends to overemphasize the mili- 
tary at the expense of nonmilitary measures. An informed 
diplomatic service, a strengthened Voice of America and a 
more effective intelligence system would cost relatively little 
eompared to military arms. Their contribution to security 

could be many times that of an equal expenditure. We believe 
that the desirability of expanding each of these activities 
should be given c*-eful attention. 
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We also urge an effective foreign economic-assistance 
program. Economic assistance is not a cure-all or save-all; it 
can only be a means of helping other nations to help them- 
selves. A failure of the economies of our potential allies would 
weaken our security. 

Further, it is our opinion that the present security program 
has been developed with too little attention to its consequences 
upon other national objectives. We believe this to be true not 
only with regard to the objective of preserving and strengthen- 
ing our free society, but also the objectives of increasing pro- 
ductivity and living standards and providing greater oppor- 
tunities for all our people. 

Better co-ordination of the separate aspects of security 
policy is needed. In particular, there needs to be a close in- 
tegration between military policy and foreign policy. 

The question of timing becomes tremendously important. 
We must not crystallize our weapons program lest we waste 
resources in weapons that become obsolete. The cold war is 
a matter of continually recurring crises. Scares will be fre- 
quent. It will take a fine judgment to use and retain the pow- 
erful assets and resources of America. Timing is a part of the 
balance. 

The attainment of a balanced and efficient security pro- 
gram requires thoughtful, continuing attention by the Presi- 
dent, by the Congress and by all citizens. Given such atten- 
tion, we believe that an adequate security program can be de- 
veloped which will be consistent with a strengthened chain of 
civilian control, with the maintenance of our system of indi- 
vidual liberties and with the preservation of our free economy. 


Vigilance is the Price of Freedom 


In the last analysis, the economic strength and the freedom 
and security of this country rest on the moral and spiritual 
vigor of its people. The prestige and friendship we enjoy in 
many parts of the world arise not merely because of our power 
but because we have offered the world a unique brand of 
idealism—the determination to base our political organization 
on the capacity of individuals for self-government. 

By holding to the principle of self-government, we give 
dignity to the individual and, at the same time, we place on 
him great responsibility. We are dedicated to the idea that 
individuals should have maximum opportunity to realize their 
individual capacities—spiritually, intellectually and materially. 
But equally we rely on individuals to exercise the powers of 
self-government in a responsible fashion. A free society can 
be preserved only by responsible citizenship. 

Under this system, we have fared well as a people. More 
of our people have enjoyed more freedom and greater ma- 
terial benefits than have the people of any other land. We 
have developed a nation of self-reliant individuals. 

Now the new requirements of national security threaten our 
freedom. A major security program requires big Government 
and means greater interference in the lives of us all. The 
danger is likely to be with us a long time. We must, therefore, 
have a security program that is continuously in balance, both 
internally and with other Government programs. It must be 
efficiently administered and must avoid waste in the use of 
limited national resources. We must maintain our dynamic free 
economy and we must ensure the flow of information to the 
public necessary to the operation of democratic Government. 
We regard the recommendations we have made above as likely 
to contribute to these ends. But improvements in govern- 
mental organization and procedure are not, of themselves, 
sufficient. Only an alert and responsible citizenry can ensure 
that adequate security is obtained without the loss of es- 
sential freedoms. We are confident that the American people 
can and will sclve this problem. 
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(This article represents the result of ap 
extensive research on a problem of ov. 
standing importance in National Affairs.) 


EASTERN SEABOARD IS CATCHING UP 


Industry, Incomes, Trade in Rising Trend 


South Atlantic States are gain- 
ing importance as a market area 
in U.S. Industry is up. So are in- 
comes, buying power. 

Textiles, chemicals, paper, oth- 
er industries are moving in. Re- 
tail trade is growing faster than 
in U.S. as a whole. 

Survey shows the Carolinas, 
Georgia, West Virginia are catch- 
ing up with the industrial Norti- 
east. 


Broad and sweeping shifts of in- 
dustry, from region to region, are giv- 
ing the States that line the South At- 
lantic Coast a steadily growing share 
of U. S. manufacturing. The nine-State 
region is gaining in industry, in 
incomes and buying power. 

What is going on in the South Atlantic 
States is revealed by the official census 
of manufactures, and by other Govern- 
ment surveys. These comprehensive stud- 
ies show that the entire region still has 
little, if any, more manufacturing than 
the New York City metropolitan area. 
And the region is moving ahead at a far 
slower pace than the rest of the South. 
Still, the Carolinas, Georgia and West 
Virginia are catching up slowly with the 
industrial Northeast. 

Industry in the Northeastern States 
also is expanding at a rapid rate, as ear- 
lier reports in U.S. News & World Report 
have shown. But the South, which lost 
out in the industrial revolution 50 to 75 
years ago, is growing even more rapidly. 
What shows up, thus, is that the South 
is wearing away the long lead that the 
Northeast has had as a producing and 
consuming region. A broad levelling pro- 
cess is under way at the same time that 
United States industry generally is ex- 
panding. 

Facts that are disclosed about the 
South Atlantic States are of importance 
to all individuals living and working 
there, and to businessmen everywhere. 

Over-all view of change in the 
South Atlantic region, shown in the chart 
on this page, is that of rising output, 
gains in home building and increasing 
bank deposits, but relatively declining 
population and factory employment. 
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Manufacturing, the census discloses, 
has expanded enormously in the region. 
It is up well over 200 per cent between 
1939 and 1947, on the basis of value 
added to materials by manufacturing. Re- 
sult, as the detailed table shows, is that 
the area’s share of all U. S. industry grew 
during the period. Biggest gainers in the 
area, by far, are South Carolina and 
Georgia, with South Carolina showing 
the second biggest gain in the country. 
What holds the region’s total expansion 
down is the relative losses in Maryland 
and Virginia. 

Factory employment, on the other 
hand, shrank in every State in the region, 
in relation to U. S. as a whole. Industries 
that favor this region are producing more 
in dollar value of factory output with less 
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home building 
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Changes in South nil 


Value added to 
materials by U.S 
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labor. Result is more factory pay, higher 
incomes, but for fewer workers. 
Population in the South Atlantic re. 
gion, consequently, has been shrinking jn 
relation to U.S. as a whole. Surplus of 
labor has been migrating—North and 
West. The very States that have been ex. 
panding most in manufacturing are the 
ones that have been losing population, 
Only Florida, Maryland and the Disirie 
of Columbia significantly increased their 
share of U.S. population. Now, hovw- 
ever, economic planners in the U. S. De. 
partment of Agriculture expect the South 
Atlantic region’s population to expand 
right along with that of the nation. 
Home building in the region, if that 
official projection holds true, is likely to 
outpace the rest of the country even more 
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fairs) Scoreboard of Progress: South Atlantic States 
(Percentages show regional and State shares of national totals) 
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sae (This detailed picture of changes in the South Atlantic economy since 1939 is dri wn from official reports of the 
pulation, U.S. Bureau of the Census, Bureau of Foreign and Domestic Commerce and U.S. Comptroller of the Currency.) 
- District 
sed their 
w, how. f than it did between 1939 and 1947. dividual incomes at 80 per cent or more 1937-38, that region had only a fourth 
J.$. De § In that period, the region increased its of the U.S. level. of the spindles. And the most recent 
he South § share of all U.S. home building at a Result is that—with relatively fewer month of this year shows New England 
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Georgia, losing relatively in population, 
picked up a considerably larger share of 
building than they had before the war. 

Result is a major lesson for thousands 
of building-material suppliers: A low- 
income region with less than 14 per cent 
of U.S. population in 1948 did more 
than 15 per cent of U.S. home building 
in 1948. And it increased its share of 
home building while its population was 
in a relative decline. 

That lesson has meaning, too, for every 
businessman who produces to sell. The 
same incomes that made possible the big 
gains in home building are providing far 
bigger markets for all consumer goods in 
the South Atlantic region. 

Individual income—the buying power 
that mears markets—shows the biggest 
change of all in the leveling process that 
is going along with factory expansion in 
industrially retarded areas. In the South 
Atlantic region, it is the lower-income 
States from Virginia and West Virginia 
to the Florida border that are making the 
big gains. The higher-income tier of 
States in the north of the region—Dela- 
ware, Maryland and the District of Co- 
lumbia— and Florida in the south lost 
some of their income lead. The average 
individual in the District of Columbia, 
for example, had an income that was 
nearly 90 per cent larger than the U.S. 
average in 1940. In 1948, his income was 
only a fifth bigger than average. 

In Georgia and the Carolinas, mean- 
while, the average income jumped from 
a level 50 to 55 per cent of the U.S. 
average up to a rate that was 61 to 69 
per cent of U.S. And Virginia and West 
Virginia made gains that put their in- 
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as 2 whole. Department-store sales in 
every recorded city in the region—ex- 
cept Baltimore and Washington in the 
north—have risen at rates exceeding that 
of U.S. as a whole. Atlanta, Richmond, 
Charleston, Jacksonville and Tampa are 
far out ahead of the U. S. average. And, 
in Greenville, S. C., last year the depart- 
ment-store sales index stood at a level 
four and a half times the prewar level. 

That, briefly, is the over-all picture of 
shifts and progress along the South At- 
lantic. It shows a steadily growing share 
of all U. S. industry, and a rising level of 
incomes that pay for more homes, auto- 
mobiles, clothing, furniture and other con- 
sumer products. Manufacturing changes 
in the region, however, are far from uni- 
form. Some industries are moving into 
the area, while others are moving out. 
That’s true, too, of the entire U. S. North- 
east, as earlier reports here have shown. 
Later reports will show that the same 
holds true for other regions. 

Textile industry, for example, still 
appears to be moving South, lock, stock 
and spindle. More and more cotton is be- 
ing processed in mills near the cotton 
fields. The Carolinas, Georgia and Vir- 
ginia are the beneficiaries. The 1,280 tex- 
tile mills operating in those four States 
in 1939 accounted for 28.5 per cent of 
the industry, on the basis of value added 
by manufacturing. In 1947, the nearly 
1,500 mills in those States accounted for 
about 37 per cent of the industry. 

When the picture is limited to cotton 
textiles only, the long-time gain is even 
more pronounced. In 1900, for example, 
New England had more than two thirds 
of the country’s active cotton spindles. By 


from 23 per cent*in 1900 to 78 per cent 
today. The major share is in the Caro- 
linas, Georgia and Virginia. Those four 
States had 55 per cent of the nation’s 15.7 
million cotton spindles in 1937-38. Now 
they have more than 66 per cent of the 
entire 15.4 million. 

Chemical industry, too, is expand- 
ing more rapidly in the South Atlantic 
region than in U.S. as a whole. And part 
of that expansion is related to the textile 
industry. Virginia officials, for example, 
describe the growth of the rayon, nylon, 
and cellophane industry in that State as 
Virgina’s greatest single industrial de- 
velopment of recent years. Expansion by 
American Viscose Corp., at Fredericks- 
burg, is counted on to make that plant 
the largest cellophane producer in the 
world. Du Pont’s nylon plant at Martins- 
ville has doubled capacity since the war. 

Other chemical plants have appeared 
all over the South Atlantic region, so that 
the area now has more than a seventh 
of the industry. The gains have been in 
Delaware, Virginia, West Virginia, South 
Carolina, Georgia and Florida. 

Clothing manufacturers, in many 
cases, are following the textile.mills South. 
New York City still is the apparel center 
of U.S., but the South Atlantic area— 
and California—expect to keep on acquir- 
ing more and more of the industry. And 
it is the southern part of the region that 
is gaining. Maryland, with a big cloth- 
ing center in Baltimore, has lost out 
relatively since 1939. Virginia, North 
Carolina and Georgia are getting the new 
apparel plants. 

Tobacco manufacturing is becom- 
ing more concentrated than ever along 
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Youll strike oil... nearer than this 


Just drive down to the next corner 
. . . there’s oil, brought to your 
gasoline station with the help of 
Worthington. 

For Worthington . . . with its 
oil field repressuring equipment, 
its pipeline and refinery pumps, 
its turbines, Diesel engines, gas 
engines, and refrigeration machin- 
ery for refineries, even the air 
compressors in filling stations... 





THE SIGN OF VALUE AROUND THE 
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helps keep America rolling. 

And wherever oil, gas, water, 
air and other fluids are put to 
work, there Worthington . . . with 
its broad line of machinery (see 
opposite page) and well over a 
century of engineering experience 
.. . is likely to be. 

Investigate Worthington prod- 
ucts for your factory, farm or 
community. 
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the South Atlantic Coast. North Caroling 
is lengthening its lead over the No, 9 
tobacco-manufacturing State — Virginia 
North Carolina’s share of the industy 
rose from less than 35 per cent of the 
total in 1939, to more than 40 per cen 
in 1947. Virginia’s dropped from nearh 
25 per cent to about 22 per cent. 

Lumber industry appears to be shift. 
ing its balance from the South to the 
West Coast—much as it once shifted from 
New England and the Great Lakes States 
to the South. But the South Atlantic 
States lost only an insignificant share of 
the industry between 1939 and 1947, The 
region still has more than 15 per cent 
of the total. And Georgia and the Caro. 
linas have captured a still larger share 
of the output of yellow pine, other lumber 
and its products since 1939. 

Paper industry made the biggest 
percentage increase in value added of 
any South Atlantic manufacturing group. 
And the big gains are in the same States 
that succeeded in expanding their shares 
of the closely related lumber industry- 
Georgia and the Carolinas. Those three 
States had 5.6 per cent of the industry 
in 1939. They now have more than 65 
per cent. 

Furniture producers, meanwhile, 
also are moving closer to their sources of 
southern pine. Factories in the Carolinas, 
Georgia, Florida and West Virginia ac- 
counted for more of the industry’s output 
in 1947 than in 1939. North Carolina 
now is first in the country for production 
of wooden household furniture, and Vir 
ginia third. Factories at Martinsville, Va. 
and High Point, N.C., are turning out 
an important part of all U.S. bedroom 
and dining-room furniture. 

Other industries are expanding in 
the South Atlantic. 

Rubber products, for example. are 
pouring out of Maryland’s factories it 
growing volume. Number of those fae- 
tories has nearly doubled since 1939. 
and their employment is two and a hall 
times as high as in 1939. 

Heavy industries, too, have grown in 
some cases in the South Atlantic region, 
in relation to the United States. West 
Virginia’s machinery industry outran the 
U.S. as a whole in the 1939 to 1947 
period. So did Georgia’s and Florida’ 
small segments. And far more metal 
products are being fabricated now in the 
Carolinas. 

Significant gains are stil] being 
made by South Atlantic States in the 
light industries, in textiles, tobacco, food, 
clothing and furniture. If the trend con- 
tinues, the region will become more and 
more important as a producer and a con- 
sumer of all kinds of retail products. But 
these same trends will push the rest o! 
the South ahead even more rapidly—as 
later reports on those regions will show. 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN, as an employer, some- 
times get an income tax deduction 
for your contributions to an association 
set up by your employes to provide them- 
selves with sickness, disability and other 
benefits. One company is allowed by the 
U.S. Tax Court to take a business-ex- 
pense deduction for such payments into 
an employes’ fund over which it had no 
control. The purpose of the contributions 
was shown to be to keep the loyalty and 
good will of the company’s employes. 


* * * 


YOU CANNOT, under a ruling of the 

National Labor Relations Board, be 
required to bargain with a union whose 
officers have failed to file non-Commu- 
nist affidavits. The Board holds that it is 
not an unfair labor practice, under the 
Taft-Hartley Act, for an employer to re- 
fuse to bargain with a noncomplying 
union. NLRB adds, however, that an em- 
ployer’s freedom under these circum- 
stances does not extend to firing of 
employes for union activities. 


* * * 


YOU CAN now apply to a passport 
agency in Chicago for issuance or 
renewal of a passport in cases of emer- 
gency. The State Department announces 
it is opening a special passport agency in 
the U.S. Customs House in Chicago. 


a * * 
YOU CANNOT, as an officer of a 
corporation, prevent the Federal 


Trade Commission from inspecting cer- 
tain income tax returns of the company. 
Authority for inspection of certain re- 
turns for 1949 and 1950 is issued in a 
White House executive order and an 
order of the Bureau of Internal Revenue. 
Information obtained by FTC will be 
confidential except for statistical reports. 


* * * 


YOU CANNOT, as operator of a 

trucking business, count on getting 
NLRB to stop a union from picketing 
your trucks on the street. The Labor 
Board rejects the argument of one truck- 
ing firm that such picketing was an il- 
legal secondary boycott under the Taft- 
Hartley Act. In this case, there was no 
picketing at places where trucks were 
making deliveries, and the firm had no 
terminal of its own in the area where the 
picketing occurred. 


YOU CAN perhaps get recognition 
of a family partnership, for tax 
purposes, even though your relative- 
partner rendered little service to the busi- 
ness after the partnership was set up. A 
federal district court upholds one father- 
son partnership where the son spent 
most of the time attending school to get 
training for the business. The son was 
drafted into the services shortly after be- 
coming a production-line manager. 


YOU CAN expect new recommenda- 

tions of the Bureau of Standards to 
apply for milk cans next year. The Bu- 
reau announces that its revised practice 
recommendations will be in effect on and 
after January 1. The recommendations 
apply to sizes and varieties of cans used 
for shipping and delivery of fluid milk. 


7” * * 


YOU CAN probably disregard the 

wage-hour provisions of the Fair 
Labor Standards Act if you operate a 
fertilizer plant and your products are 
sold entirely to farmers within your own 
State. The Solicitor of the Labor Depart- 
ment expresses the opinion that changes 
recently made by Congress in this law 
remove these employes from FLSA cov- 
erage. The amendments in the law go 
into effect next January 25. 


* * * 


YOU CANNOT export several addi- 

tional types of industrial machin- 
ery without obtaining an export license 
from the Office of International Trade. 
This tightening of export controls is ef- 
fective immediately. 


* * * 


YOU CAN get a booklet from OIT 

giving data on entering the import 
or export field. Entitled “Guides for New 
World Traders,” it may be bought for 10 
cents from Department of Commerce 
field offices or from the Government 
Printing Office, Washington 25, D. C. 


* * * 


YOU CAN take additional time to 
prepare a statement to FTC on a 
proposed rule to fix quantity-discount 
limits for replacement rubber tires and 
tubes. The rubber-tire industry is given 
until Jan. 19 to file views with FTC in 
preparation for a hearing on Feb. 7. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Worip 
REPORT, on written request, will refer interested readers to sources of this basic material. 
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Theres more worth 


e 2 
in Worthington 
makers of a great variety of 


equipment to serve the 
people by bringing them... 





Engines * compressors * comminutors + water treat- 
ment + meters » pumps « steam turbines « motors « 
Blue Brute compressors and air tools. 





Steam turbines + motors « welding posi- 
tioners « turning rolls * air conditioning + Multi-V- 
Drives * speed change gears * compressors * pumps 
¢ refrigeration. 








Compressors « engines * pumps « steam turbines - 
chilling equipment + motors + Multi-V-Drives + speed 
change gears « refrigeration + decoking systems. 
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| Compressors « fertilizer mixers + 


} refrigeration - 


pumps. 


GET IN TOUCH with our nearest 
office to learn how Worthington can 
serve you. Worthington Pump and 
Machinery Corporation, Harrison, 
New Jersey. 


WORTHINGTON 
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IF YOU WERE A BRITISH WORKER— 


Reported from LONDON and WASHINGTON 


Wages in Britain fall far short 
of equaling those in U.S. in terms 
of buying power. Workers are 
told by the Labor Government to 
demand no increases, but to step 
up production. 

Subsidies heip to stretch British 
workers’ earnings, but U.S. work- 
ers still get twice as much. A U.S. 
coal miner, for example, can earn 
$72.98 a week against a British 
miner's $40.73. 


U. S. workers, under capitalism, are 
getting about twice as much purchas- 
ing power for a week’s labor as British 
workers get under socialism. 

Britain’s Labor Government is telling 
workers they must give up demands for 
higher pay, while at the same time pro- 
duce more goods. The Government also 
has not hesitated to use troops to take over 
power plants when workers struck for 
money in defiance of their union leaders. 

Workers in the U.S., meanwhile, are 
continuing to better themselves. Some are 
getting their fourth wage increase since 
the war, Others are settling with private 
employers for pensions and health insur- 
ance rather than higher pay. 





—International 


BRITISH WORKERS: STEEL 


So far, socialism hasn't raised their earnings to the U. 
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Workers Can Buy More 

In U.S. Than in Britain 

Average weekly wages are given here 
for representative groups of workers. Brit- 
ish pay is changed to dollars and adjusted 
to take account of lower living costs in 
Great Britain. 

Britain U. S. 

Coal miners $40.73 $72.98 
Dock workers 40.53 75.20 
Auto workers 36.62 67.95 
Printing and publishing 

employes 36.60 76.35 
Steelworkers 36.02 61.36 
Railway workers 31.67 60.37 
Truck drivers 30.85 60.00 
Bus drivers 29.95 64.60 
Building-construction 

workers 29.42 71.91 
Rubber workers 29.05 60.93 
Electric-machinery 

workers 28.58 57.89 
National Government 

workers 28.05 62.85 
Road construction 

laborers 26.67 46.40 
Cotton-mill workers 23.25 42.74 
Tobacco-industry workers 22.07 37.76 
Laundry workers 17.35 34.44 











A comparison of workers’ earnings 
in the two countries, in a variety of oc- 
cupations, is shown in the table on this 
page. British wages are adjusted to bring 
them in line with living costs in the 
United States which are higher than 
those in England. 





—British Information Services 


COAL 


Coal miners, as an example, are 
among the highest-paid workers in both 
countries. U.S. miners currently are try- 
ing to get a raise of 95 cents a day, to 
bring their basic daily wage to $15. Be- 
fore going on a three-day week, U.S, 
miners received an average of $72.98 a 
week, 

British miners, on the other hand, are 
paid $24.44 a week, on the average. This 
is their actual wage in U. S. dollars. How- 
ever, since the cost of living is lower in 
Britain than in the United States, this 
weekly wage has been adjusted upward 
for purposes of comparison with the U. S. 
wages. The adjustment was made on the 
basis of estimates that the cost of living 
in Britain is about 40 per cent below the 
U.S. level. 

With this adjustment, the miners’ 
wages in Britain amount to $40.73 a 
week, or 56 per cent of the $72.98 pay 
received by U.S. miners in a normal 
work week. 

Dock workers, another well-paid 
group, get only 54 per cent as much in 
Britain as in the United States in terms 
of comparable purchasing power. The ac- 
tual wage of a British dock worker 1s 
$24.32 a week. With the adjustment for 
lower prices there, the wage becomes 
$40.53. This is well below the $75.20 
earned in the U.S. 

Building-construction trades in Brit- 
ain average $17.65 per week in wages. 


SHIPPING 





; ~Orient Line 
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When adjusted to make up for differences 
in prices, the earnings rise to $29.42 a 
week. This is 41 per cent of the $71.91 
per week the U.S. construction worker 
receives. 

Laundry workers, as an example of a 
low-wage group, get $10.41 a week in 
Britain, or $17.35 when converted to the 
same cost-of-living level as the U.S. The 
laundry worker in the United States re- 
ceives $34.44 a week, on the average. 
The U.S. worker thus is getting twice as 
much as his British counterpart. 

Government workers in the two 
countries also are compared in the table. 
The British Government employe gets 
$16.83 a week, on the average. This be- 
comes $28.05 when adjusted for the price 
level. The British worker in this field is 
getting only 45 per cent of what the Fed- 
eral Government worker in the U. S. gets. 
The U.S. average is $62.85 a week. 

Tobacco workers in Britain receive 
$13.24 a week in actual wages, or $22.07 
as adjusted for price differences. This is 58 
per cent of the U.S. wage of $37.76 in 
the same tobacco-manufacturing industry. 

Cotton-mill employes receive $13.95 
a week in the British Isles, or $23.25 at 
the adjusted level. This is slightly more 
than half of the U. S. wage, which aver- 
ages $42.74. 

What is involved in these examples, 
and others, is a generally lower purchas- 
ing power for British workers in compar- 
ison with U. S. standards. 

Nationalization of industry did not 
bring workers in those fields up to the 
wage level of comparable U.S. jobs in 
privately owned business. Coal miners 
and railroad employes, as examples, are 
working for nationalized industries in 
Britain, but they get only slightly better 
than half as much as miners and rail 
employes in the U.S., in purchasing 
power. 

A longer work week also is in effect 
in most British industries. Except for 
coal and railroads, all of the industries 
listed in the table work longer hours in 
Britain than in the U.S. The work week 
for miners and railroad employes is the 
same in both countries. 

A dock worker in Britain, for example, 
worked 44% hours to earn his $40.53, as 
against 40 hours by a U.S. stevedore 
earning $75.20. 

In hourly earnings, British workers 
are even further behind those in the U. S. 
Steelworkers in Britain get 74 cents an 
hour, when earnings are adjusted to U. S. 
price levels. A U. S. steelworker averages 
$1.63 an hour. The British steelworker is 
on the job 48.5 hours a week, against 
37.6 for the U.S. steelworker. 

Truck drivers in Britain also work 
longer hours, for less pay. They average 
51.3 hours to earn $30.85, while a U.S. 
driver works 40 hours for $60. 

Food subsidies help to keep basic 
food prices lower in Britain than in the 
U.S. These subsidies, it is estimated, add 
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PROTECT 
YOUR PRODUCT 


from Factory to Consumer 





Gaylord Protective Packaging assures 
a safer journey for your product from 


the moment it leaves your factory, 
CORRUGATED AND 


SOLID FIBRE BOXES through all the hazardous steps of dis- 


tribution, down to the dealers’ shelves. 


FOLDING CARTONS It’s the kind of protection you should 


expect from your shipping container. 
KRAFT BAGS AND 


SACKS When the dealer receives your product 


in first class condition, he feels more 
KRAFT PAPER kindly toward you—and your product is 
AND SPECIALTIES placed on his shelves in a better com- 


petitive position. Result—greater sales. 


Put Gaylord’s Protective Packaging 
to work for you —Call the nearest 
Gaylord Sales Office. 





Grom Coast-te-Coast There is a Gaylord Sales Office Near You 
GAYLORD CONTAINER CORPORATION 
General Offices: SAINT LOUIS 


New York «New Orleans * Houston « Detroit * Fort Worth « Des Moines ¢ St. Louis * Bogalusa 

Weslaco « Greensboro * Omaha « Chicago ¢ Jersey City * Los Angeles * Jacksonville * Tampa 

Oklahoma City * San Antonio « Milwaukee * New Haven « Sumter * Mobile * San Francisco 

Seattle « Oakland © Philadelphia * Cincinnati « Greenville * Memphis « Little Rock * Appleton 

Jackson ¢ Charlotte ¢ Atlanta « Indianapolis « Minneapolis * Columbus ¢ Dallas © Portland 
Kansas City * Chattanooga « Hickory ¢ Miami 
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Labor Week 








Labor unions that up to now have 
been willing to settle for pensions 
and other welfare benefits are taking 
another look at their wage scales. Al- 
ready some labor leaders are begin- 
ning to talk in terms of new wage 
demands. This revival of interest in 
wages results from price increases in 
steel, and fear that prices of other 
goods may follow suit. 

Much of labor, however, is tied up 
by contracts that will not permit wage 
discussions for many months. Other 
labor groups have not reached agree- 
ment with einployers and may use the 
price increase as a reason for pushing 
wage demands that otherwise might 
have been dropped. The effect on in- 
dustry as a whole will be mixed. 

In steel, for example, the union 
cannot talk wages before Novem- 
ber, 1950. 

In autos, new contract negotia- 
tions are under way with Chrysler, 
Packard, Hudson and some other ma- 
jor producers. Ford recently signed 





Unions Get Set for New Wage Demands 


contracts that prevent wage talks for 
another year. General Motors’ con- 
tract runs to May, 1950. 

Coal industry, still holding out 
against miners’ wage demands, could 
meet those demands if it followed 
steel’s lead and raised prices. Miners’ 
union is hoping for this, but opera- 
tors are against higher prices. 

Electrical equipment, still un- 
signed to new contracts, is waiting 
for the Government to rule on which 
union it must bargain with. Wage in- 
creases are still possible here. 

Farm-equipment industry, too, 
is disputing union bargaining rights 
in some plants. Union, however, can 
reopen on wages with International 
Harvester at any time. 

Rubber contracts are still open for 
most companies. Goodrich can be re- 
opened after April 15, 1950. 

Textile workers, in woolen plants, 
can make wage demands in August, 
1950, if they wish. Raises in cotton 
mills can be demanded in March. 








about $2 a week to the earnings of a 
worker who has a family of four. Lower 
food prices, along with other items in the 
cost of living, were taken into considera- 
tion in computing the British wages in 
the table on page 48. 

Subsidized rents also aid the British 
workers in balancing their personal budg- 
ets at the lower wage scales. Eleven per 
cent of British families are living in pub- 
lic-housing projects where rentals average 
below $3.50 a week. 

Medical care also is provided for 
British workers and their families. A fam- 
ily of four, it is estimated, receives more 
than $1 a week in health-service benefits 
that are supported by taxation. 

Adding it all up U.S. workers find 
that their purchasing power is far greater 
than that of similar workers in Britain, 
even with allowances for a lower cost of 
living in Britain. 


NEW WORKERS ADD 
TO JOBLESS PROBLEM 


Unemployment is a growing problem 
in the U.S. despite a continuing high 
level of business activity. It is not con- 
fined to the relatively few communities 
where business is bad, but shows up in 
areas where plants are operating at or 
near capacity. 

Many of the 3.4 million persons now 
out of work have exhausted their un- 
employment benefits. More workers are 
entering the labor market every year than 
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can be absorbed. A steady migration of 
population to the West Coast is forcing 
that area to look around for ways to put 
these migrants to work. This area is 
expecting unemployment to reach nearly 
a million before the winter is over. 

Statistics tell only part of the story. 
What they do not show is that improved 
machinery and more efficient production 
methods are permitting many employers 
to get along with fewer workers. These 
workers then drift into the job market 
and swell the number of unemployed. 

Employment, at present, stands near 
59.5 million, exclusive of the armed serv- 
ices. This is a gain of half a million from 
October, but is 375,000 below a year ago. 

Unemployment appears to be on the 
increase, as indicated by rising claims for 
unemployment compensation. The num- 
ber of jobless workers dropped by 167,- 
000 from October to November, but the 
customary seasonal increase now is under 
way. The total already is about 1.6 mil- 
lion above the November, 1948, total. 
January and February are likely to see 
even more unemployed, if usual trends 
are followed. 

New workers are joining the work 
force, adding to the troubles. About 1 
million workers are expected to come into 
the labor market in 1950. This means 
that jobs must increase considerably 
merely to absorb the new arrivals, with- 
out regard to the present unemployed. 

Nonfarm employment is_ slightly 
above what it was in the late summer 
months. The Census Bureau estimated 


ee, 


that 51.6 million persons are working iy 
jobs outside of agriculture and the armej 
forces. This is about 300,000 more thay 
in October, but about 300,000 below , 
year ago. 

Farm jobs account for an estimated 
7.9 million persons, about the same as jp 
October. There also was little chang 
from a year ago. 

An example of what is happening js 
provided by the three West Coast States 
of Washington, Oregon and California, 
This is one of the areas that are having 
serious troubles with unemployment, — 

The prospect for these three States js 
that more than 850,000 persons will he 
out of work by February and March, 
Some estimates run as high as 970,06 
jobless. Last year, the peak in unemploy. 
ment there, saw 688,000 workers out of 
jobs. This unemployment is coming at a 
time when these States expect to have 
almost full employment in terms of their 
available plant capacity. 

California alone now has about 350- 
000 unemployed. About 151,000 of these 
are not eligible for unemployment com. 
pensation. New workers coming into the 
State add to the problem. Migration into 
California is running at about 15,000 per. 
sons a month. About a third of the unem- 
ployed in California are war veterans, 
and most of them do not have training in 
any particular job. 


EARLY SHOWDOWN 
IN COAL DISPUTE? 


A new crisis in coal is shaping up. John 
L. Lewis is being forced to decide wheth- 
er he can risk another full-fledged strike 
early next year. 

A January showdown seems likely if 
the coal operators continue to hold out 
against signing a new wage agreement 
with the miners’ union. Mr. Lewis is 
demanding a 95-cent-a-day wage in- 
crease and 15 cents more a ton in royal 
ties for the miners’ welfare fund. Most 
coal operators appear to be anxious to 
force a showdown soon, to end the three- 
day work week ordered by Mr. Lewis in 
mines not accepting his new terms. 

Southern operators are asking Presi- 
dent Truman to block the three-day week 
either by an injunction under the Taft- 
Hartley Act or through antitrust-law ac- 
tion. White House action of either type 
is not likely, however, unless an industry- 
wide strike occurs. 

Pressure for a strike is coming 
from various sources. 

Refusal to pay royalties to the wel- 
fare fund could prompt a new walkout. 
Some operators are in favor of holding 
back on their payments due this month 
until they are assured of a voice in select- 
ing the operators’ trustee for the fund. 
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They object to Mr. Lewis’s hand-picked 
slate of trustees. 

Two contracts, with two sets of wage 
rates and two levels of royalty payments, 
are due to be in effect on January | unless 
Mr. Lewis acts before then. His new 
wage and royalty scales go into effect at 
that time for mines signing up. Others 
presumably operate under the old scales, 
if Mr. Lewis allows them to operate at 
all. Mr. Lewis will be under pressure 
from operators who have signed con- 
tracts. They will not want to operate long 
with labor costs higher than those in 
effect at nonsigning mines. 

A lawsuit aimed at preventing Mr. 
Lewis’s new board of trustees from spend- 
ing money from the existing welfare fund 
also is being considered by the industry. 

On the other hand, there are rea- 
sons why Mr. Lewis hesitates to order a 
new walkout. 

Coal miners give every indication of 
wanting, and needing, a longer period of 
work before embarking on any new 
strikes. The miners lost more than $1,200 
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JOHN L. LEWIS 
. reasons to hesitate 


in strikes and short work weeks in 1949. 
If Mr. Lewis signaled for a new walkout, 
however, they could be expected to fol- 
low orders. 

An injunction almost certainly would 
be obtained by the Government if Mr. 
Lewis calls a strike in midwinter. The 
injunction, good for 80 days under the 
Taft-Hartley Act, would force Mr. Lewis 
to postpone his walkout until March, 
when his bargaining power would be less 
than in winter time. He might prefer to 
continue the pressure of the three-day 
week, which apparently will not bring an 
injunction immediately but will keep coal 
Operators from making much money. 
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“Their future 


is i y~ 
our hands... 


thats why investment in income- 
Producing common stocks is a part 
of our familys financial program.” 
ee O SGchnmeger WAYNE, MICH. 


“When a man has four wonderful youngsters to 
bring up and educate as well as he possibly can, his 
personal financial program takes on an importance 
second to nothing else,” says Mr. Stockmeyer. “This 
is especially true when he is in business for him- 
self, as I am, and has to build his program without 
social security, unemployment insurance or com- 
pany pensions. 

“Years ago, my wife and I decided to start a fund 
for the future.’ We put aside every dollar we can 
spare, and we invest these dollars regularly where 
they will work for us ...a good part of them in 
dividend-paying stocks listed on the New York Stock 
Exchange. 

“We make our investment selections carefully, 
and receive a gratifying return from them. This year 
our stocks are paying us better than 6%, on the 
average. We have profited also from increases in 
the market values of our securities. Our fund is 
growing faster, we believe, than it would invested 
in any other way.” 





The Stockmeyers believe that 
a good way to teach their 
children money management 
is to give them practical 
experience. Thus Lona, 
second from left, keeps 

a flock of Plymouth Rock 
chickens— assisted by 

Paul, Ted and Carol. 
























































Proud of their home, and 

of Wayne, Mr. and 

Mrs. Stockmeyer are active 
in community affairs. Mr. 
Stockmeyer is a member 

of the Wayne School Board 
and a director of the 

local Community Fund. 
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Mr. Stockmeyer says about in- 
vestment: “‘Certainly we recognize 
the risk_in ownership of common 


stocks —the same risk you have in 
ownership of any form of property, 
including real estate which is my 
own business. That’s why factual 
information is so important to 
investors.”” 





YOU AND YOUR INCOME 
Opportunities for income, available in the 
dividend-paying stocks on the New York 
Stock Exchange, are interesting those 
with surplus funds. Current yields and 
other investment facts may be obtained at 
offices of Member Firms of the Exchange. 

Yields change as market prices and divi- 
dends change. Informed investors keep 
this in mind, as they do the many other 
factors that affect investment values. 


A booklet, ‘Investment Facts About Com- 
mon Stocks and Cash Dividends,”’ shows the 
following average cash yield on all dividend- 
paying stocks on the Stock Exchange for each 
year since 1940, based on year-end prices (es- 
timate for 1949 on recent prices): 


NOV.) 
1940 1941 1942 1943 1944 1945 19461947 1948 1949 


6.1% 9.3% 7.8% 6.1% 5.0% 3.6% 4.8% 6.3% 78% 8.0% 


This booklet may be had without charge from 
a Member Firm or by writing to the New York 
Stock Exchange,Dept. U3, 20 BroadSt.,N.Y.5. 


Lnvest wisely... through a Member Firm of the 


New York Stock Exchange 
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TO HARNESS THE WATERS 


OF THE COLORADO 


At Davis Dam, 67 miles below Boulder Dam on the 
Colorado River, a new hydroelectric plant is now under 
construction that will add one billion kilowatt hours 
annually to this country’s power supply. 

Shown above is the casing for one of the plant’s five 
turbines. Made from steel plates formed to shape and 
riveted together, this shell-like structure weighs 200 tons. 
It is 65 feet across. It was built at Bethlehem Steel Com- 
pany’s plant at Steelton, Pa., near Harrisburg, where the 
other four casings for the turbines at Davis Dam are also 
being made. The casing was first assembled, then taken 
apart and shipped to Arizona. Through the 22-foot intake 


BETHLEHEM STEEL ~ 





opening, shown in the picture, the impounded waters of 
the Colorado will rush in a mighty torrent to turn the 
turbine shaft that drives the electric generator. 

Modern power-plant equipment is big, and the parts that 
go into it are big. Bethlehem supplies many of the heavy 
steel items that are the bones and muscles of such equip- 
ment: complex assemblies like this huge turbine casing; 
large-diameter pipe, penstocks and tunnel linings; steel 
forgings for shafts and rotors of electric generators and 
steam and water turbines. In addition, we furnish steel for 
buildings to house the equipment, and towers for the trans- 


mission lines to carry the energy to homes and industries. 
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Trend of American Business 














24th and N Streets, N.W. 
Washington, D. C. 


Christmas trade is finishing strong. Cash registers are ringing up almost 
as many dollars as last year. The number of sales probably is ahead of 1948. 

Department-store sales, at latest reports, were 4 per cent under a year ago 
in dollar volume. Unit sales probably are higher. Prices are down a bit. 

Other stores are doing better, by and large, than department stores. Sale 
of television sets is breaking records. Toy sales are equaling last year. 

Automobile sales continue high, when seasonal factors are considered. 

The Christmas season, all in all, should be quite satisfactory for most 
store operators. Some luxury goods suffered. Apparel sales were not quite up 
to expectations. Majority of merchants, however, are comfortably in the black. 














Retail trade for the year, in fact, is coming close to the 1948 record. 
Total sales of about 127.8 billion are indicated, against 1948's 130 billion. 

Year-to-year decline isn't turning out to be much--less than 2 per cent. 

Sales pattern, however, did shift. Auto dealers chalked up a record in 
sales. Other stores selling durable goods--furniture stores, hardware stores, 
jewelry stores--didn't do quite as well as in 1948. But most topped 1947. 

Mail-order houses, department stores probably will do a billign dollars less 
business than last year. Apparel-store sales may be down by 800 million. They 
took the biggest drop in the nondurable-goods field. Drugstores sold almost as 
much as last year. So did food stores, in spite of a moderate price drop. 

Outlook for retail trade is for a mild upturn. There may be more buying of 
clothes and dry goods; probably almost as much in autos and appliances. A big 
factor will be the 2.8 billions due veterans in insurance-policy refunds. 


























Big point to remember in the sales trend is this: Consumers are buying more 
goods in 1949 than were produced in 1949. Importance of that factor is hard to 
overemphasize. It means in all probability that production will have to step up 
in 1950 to keep pace with consumer demand and to rebuild inventory. 


Steady demand from consumers also is tending to hold prices firm. 
Commodity prices at wholesale haven't varied much for several months, but 
the trend has been gently downward until recent weeks, stable since that time. 
Farm products have taken about a 13 per cent price drop from a year ago. 
That's about all to expect. Farm prices are near the support level right now. 
Textile products seem to have leveled off at about 137.5 per cent of the 
1926 average. That amounts to a price drop of about 6 per cent from last year. 
Metal products haven't changed much in a year. Official index shows a drop 
ef 2.8 per cent. Steel-price rise will send these prices back up again. 
Building materials are showing a tendency to rise. Demand for lumber and 
for cement is strong. Steel-price rise will affect building materials, too. 
Price trend, at present, is promising for stabilized business operations in 
the period ahead. Businessmen need not fear any sharp price rise. That will 
stop speculation. And they have little reason to expect any sharp price drop. 
That should encourage them to go ahead with whatever expansion plans they have. 




















Building contracts continue to be awarded in wholesale fashion. F. W. Dodge 
Corp. reports November contracts to be 57 per cent ahead of November, 1948. That 
is for building contracts awarded in the 37 States east of the Rocky Mountains. 





(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Contract awards for the first 11 months of this year top all of 1948. 

Building activity under these contracts is assured for early 1950 at a high 
level. There's no sign in these awards of any puncture in building boom. 

Rental housing made a substantial gain in 1949 over 1948. Dodge reports 
point to a 49 per cent increase in the volume of apartment-house contracts. 

Outlook is that a considerable dent is to be made--and fairly soon--in the 
housing shortage. But the effects of that dent on building activity are not 
likely to show up in 1950. Official estimates are for another boom year. 











World trade of the U.S. is showing a decline. Drops are recorded by 
Commerce Department both for sales to other countries and purchases from them. 

Export trade for the third quarter of 1949 was the lowest in three years. 

Import trade for the same quarter was at the lowest point in two years. 

Later trade reports for the month of October show little improvement. The 
volume of exports continued to decline, although imports showed an increase. 
October exports, at 848.5 million dollars, were 18 per cent below the monthly 
average for this year and 20 per cent below the monthly average for 1948. 

October imports, at 558.6 million, were slightly above this year's monthly 
average, but were 6 per cent below the monthly average for last year. 

Cause of the trade decline is not hard to find. Other countries still lack 
the gold or dollars needed to pay for U.S. goods, so they are buying less. 
Decline in U.S. industrial output reduced U.S. demand for supplies from abroad. 














Marshall Plan countries are getting less from the U.S. than last year but 
are selling less, too. Trade gap in merchandise still is wide--difference 
between 354.1 million a month in exports and 68.4 million a month imports. This 
area still has a long way to go to solve the problem of the dollar gap. 


Export decline for the third quarter of this year, compared with the second 
quarter, was substantial for cotton, down 62 per cent; farm machinery, down 20.5 
per cent; and, in grains, industrial machinery, steel-mill products, automobiles 
and petroleum products--down from 10 to 17 per cent. 

Smaller imports were reported from the second to the third quarters for 
vegetable fibers, off 37.9 per cent; jute, down 34.9 per cent; copper, off 34.2 
per cent; cocoa, off 32 per cent; nickel, 19.7 per cent; rubber, 16.1 per cent. 

All the large customers of the U.S. bought less in the third quarter than 
in the second quarter. Canada, biggest customer, cut down 16.7 per cent. 

Among suppliers of the U.S., biggest drop in imports hit Latin America and 
Asia and Canada. Brazil, Colombia and Southeast Asia, however, are selling 
more goods to the U.S. than a year ago. South American gain has been in coffee. 




















Outlook is for an increase in foreign trade in the months ahead. Marshall 
Plan shipments are scheduled to be high until mid-1950. Rising activity in U.S. 
industry can be expected to increase demand for raw materials from abroad. 
Foreign-trade balance, however, still is a long way from solution. 


Sterling debt is due to get a lot more attention. That's the debt that 
Britain owes other countries, particularly India, and can't very well pay off. 

Latest suggestion is that the U.S. take a hand in settling the debt, maybe 
by offering British creditors dollar aid in exchange for writing off sterling. 

That's made, tentatively, by William A. Mitchell, Cincinnati banker who 
headed a monetary study group of the International Chamber of Commerce. Some 
such method is likely to be a successor to the Marshall Plan. 








Basing-point compromise is urged on Federal Trade Commission by the steel 
industry. Idea is to permit delivered prices along with f.o.b. prices. 
' Guarantees that there are no written antiracial restrictions on FHA-mort- 
gaged property are to be required after next February 15. 
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AID NEAR FOR SMALL BUSINESSES 


Insurance Money to Be Source of Loans 


Insurance funds are offered as 
long-term loans for small busi- 
nessmen, if banks approve, agree 
to take part. 

if a bank will handle 10 per 
cent of a loan, insurance com- 
panies may put up the rest. That's 
the offer of one company. Others 
are studying it. 

Plan, if it takes hold, can help 
to solve money problems of thou- 
sands of small businesses. 


A large new source of money may 
be opened up soon for the small busi- 
nessman who is having trouble getting 
a long-term loan from his local banker. 

This source arises out of a plan, now 
being developed, for life-insurance com- 
panies to join local banks in making busi- 
ness loans that banks, by themselves, are 
not able to handle. 

If the plan gets the widespread accept- 





—Pach — 
LEROY A. LINCOLN 
. a revolution in loans? 
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ance that officials hope, it could help to 
solve the money problems of thousands 
of small businessmen. 

Commercial banks hold the biggest 
single block of investment capital in the 
country. Life-insurance companies hold 
the second biggest. Together, the two 
could set off a much-expanded flow of 
money to small business. 

What is planned can be reported 
now in some detail. Metropolitan Life In- 
surance Co., biggest in the business, de- 
veloped the idea. Leroy A. Lincoln, 
president of the company, says he is 
ready to go ahead with such loans. Oliver 
M. Whipple, financial vice president of 
the Mutual Life Insurance Co. of New 
York, said his company was interested. 
Other insurance companies are studying 
the proposal. Some bankers are writing in 
to inquire about it. As the system is de- 
signed to work out in practice: 

The borrower, as now, will deal only 
with his local banker. There will be no 
need for a direct application to the in- 
surance company. 

The banker will be the key man in 
the whole transaction. He will receive the 
borrower's application, make an investi- 
gation, and then—assuming he is inter- 
ested in taking part of the loan—write to 
the insurance company’s home office. 

The insurance company probably 
will make an investigation of its own, but 
the idea, in preliminary planning, is to 
rely heavily on the local banker’s judg- 
ment about whether or not the loan is 
sound. 

If all parties agree on the loan and its 
terms, the borrower will get his money 
through the local bank. The bank will 
be expected to service the loan through- 
out its life—collect the payments of inter- 
est and principal as due, keep an eye on 
the borrower and his business, and han- 
dle any negotiations that become neces- 
sary during the period of the loan. 

Loan terms will vary from case to 
case—depending upon how good a risk 
the borrower appears to be, the security 
he can put up, the purpose of the loan 
and the locality in which the borrower 
operates. 

Split of the loan amount between the 
bank and the insurance company prob- 
ably will be about as the banker decides. 
Metropolitan has said it would be willing 
to take up to 90 per cent of the loan, 
with the bank taking the remaining 10 
per cent. However, the bank can take a 
bigger proportion if it wishes. There 


may be cases in which the loan will be 
split 50-50. 

Maturity of small business loans is ex- 
pected, in most cases, to be 10 years or 
less. Some think the majority will be for 
around three years, 

Interest will vary with the risk and 
the general level of rates in the commu- 
nity. The decision will be made case by 
case. 

Repayment, as a rule, will be ex- 
pected at regular intervals during the 
life of the loan. 

Who can borrow is another question 
that will be left open. As a rule, how- 
ever, it can be stated that the borrower 
must be a good credit risk and that he 
mst have some collateral to put up as 
security on the loan. 

Insurance companies, generally speak- 
ing, do not make high-risk loans. That 
policy is not expected to change as these 
companies reach out into the smaller- 
business field. 

New businesses are not to be ruled out. 
As one official explained it, a man who 
wants money to open a new restaurant on 
Main Street will be eligible for a bank- 





OLIVER M. WHIPPLE 
. . for the local banker, a star role! 
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insurance loan, but there will be nothing 
automatic about it. He must be known 
favorably by the local banker, he must 
be capable and experienced in the res- 
taurant business, he must have some col- 
lateral, and there must be reason to be- 
lieve another restaurant on Main Street 
will make a go of it. 

Big question is how many banks will 
be willing to tie up money, even as lit- 
tle as 10 per cent of a loan, for a period 
ot years. One of the conditions stated by 
Metropolitan is that the bank must agree 
to stay with the loan until] it matures. 

Many banks, wishing to keep liquid, 
have been pulling out of the field of long- 
term loans. Some have participated with 
insurance companies in making loans in 
the past. However, in most of these cases, 
the bank has taken that portion which 
was scheduled to mature first, with the 
insurance company taking the portion 
with later maturities. 


tion to investigate such applications, 
often hesitate to tie up large amounts of 
money in long-term loans. 

The idea now is to pool the bank’s local 
experience with the insurance company’s 
big lending resources. 

Senator Joseph C. O’Mahoney (Dem.), 
of Wyoming, whose Joint Committee on 
the Economic Report has been looking 
into investment problems, is promoting 
the idea of joint loans by banks and in- 
surance companies, It was in testimony 
before Senator O’Mahoney’s committee 
that Mr. Lincoln and other Metropolitan 
representatives made public their loan 
plan. 

Alternative plans also are getting 
attention in Congress. 

Capital banks, as a means of pooling 
a portion of the resources of commercial 
banks for risk financing, have been sug- 
gested repeatedly. Mr. Whipple, although 
interested in the Metropolitan proposal, 





—Ewing Galloway 


BANKER AND BORROWER 
Will the insurance company enter the picture? 


Many believe, now that Metropolitan 
is making a blanket offer to take as much 
as 90 per cent of good business loans, 
that a large number of banks, including 
sume small ones, will be interested. If so, 
the plan could ease one of the greatest 
problems facing small business in this 
country. 

The important thing about this pro- 
posal is that it promises to get insurance 
money down to the little companies that, 
until now, have had trouble getting long- 
term loans from any private source. 

In the past, it has been difficult and 
costly for the big insurance companies, 
operating in the East, to investigate loan 
applications of local small businesses in 
distant sections of the country. 

Local banks, which are in better posi- 
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recommended that the idea of capital 
banks be given some study. 
Government insurance of bank loans 
to business was proposed by the Com- 
merce Department’s Small Business Ad- 
visory Committee. This would be done on 
the same basis as the present insurance 
program for housing mortgages. 
Government lending: to business, on 
an expanded scale, has been suggested 
by Mr. Truman. Reconstruction Finance 
Corp. already is making business loans 
in growing volume. However, RFC’s 
lending authority is limited by law. 
All these proposals require legislation. 
The one that does not—and, therefore, 
the one that is getting most attention 
right now—is the participating arrange- 
ment between banks and insurance com- 


a 





panies. The local banker is the man wh 
will decide whether that plan will work 





> Tax collections of the U.S. Treasury 
for the current fiscal year are falling be. 
hind schedule. It now appears doubtfi 
that budget receipts will reach the official 
estimate of 38 billion dollars. Deficit 
after all, may be somewhat more than 
5.5 billions forecast by Mr. Truman. 

Corporate profits for this calendar year 
are considerably below those of 1948. 
That will hit the Treasury hard when 
corporations start paying taxes on 1949 
earnings next March. Also, strikes this 
autumn have reduced taxable income 
from wages and salaries. It seems up- 
likely that tax payments will catch up 
with schedule between now and the end 
of the fiscal year next June 380. 


> Debt of State and local governments 
has hit a new high. Census Bureau reports 
that this debt stood at 20.9 billion dollars 
last June 30. That represents a rise of 
2.2 billions in a year. In the two pre. 
ceding years, State and local debt in- 
creased by 2.8 billions. This postwar rise 
has more than offset the debt reduction 
that State and local governments made 
during war years. Now the Federal Gov- 
ernment is increasing its debt again. Total 
government debt, 273.6 billions last 
June 30, probably will reach 280 billions 
by mid-1950. 


> State taxes, which already produce 
twice as much revenue as before the war, 
keep rising. Of the 46 State legislatures 
that met in 1949, 24 raised the rate of 
at least one major tax. Three States and 
the District of Columbia imposed new 
taxes. Florida adopted a sales tax. Dela- 
ware levied a cigarette tax. Kansas im- 
posed liquor taxes after repealing probi- 
bition. The District of Columbia started 
taxing sales and cigarettes for the first 
time. Eight States increased income taxes, 
16 raised motor-fuel taxes, four raised 
sales taxes, four increased liquor taxes 
and 10 raised tobacco taxes. These re- 
sults were announced by the Federation 
of Tax Administrators after a survey. 


> Banks may get a cut next year in the 
premiums they pay for deposit insurance. 
Senator Burnet R. Maybank (Dem.), of 
South Carolina, chairman of the Senate 
Banking and Currency Committee, an- 
nounced he would offer a bill to reduce 
the rate. He did not say how much, but 
others have suggested that the present 
annual premium—one-twelfth of 1 per 
cent of each insured bank’s deposits—be 
cut in half. Federal Deposit Insurance 
Corp. has some misgivings about it, and 
is making a study of the whole issue be- 
fore disclosing its position. 
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when 
/ >> With the end of the year in sight, it's a good time to take stock of 
income business conditions in Western Europe, to see what's happened during 1949. 
ch a Business has been more stable than advancing. Most shortages, except of 
he end dollars, are now overcome. Food and clothing are much more plentiful. Strikes 
have not been serious. Exports, expected to gain, have just held their own. 
iments 
reports >> All year, business activity in Western Europe has been well above 1938 
dollars levels. This is the first time this has happened since the war. 
ee Industrial production, though, is showing a tendency to stabilize. This is 
abt in- true in most major countries. Recovery forces still are at work in Western 
sa: Germany and Greece. Most.other countries seem near their top production with 
- made current capacity, unless efficiency can be stepped up. 
il Gov- 
a >> Taking a look at some major industries in Western Europe: 
villions Coal output of Europe moved up again this year. Result: American coal no 
longer is needed in any quantity. This is quite a change, considering that 
roduce Europe took 38 million tons of U.S. coal as recently as 1947. Now it looks as 
1e wal, if a price war will break out soon among European producers. Germans are likely 
ae to start it. Poles and British will cut prices, too, to save markets. 
es and Steel is beginning to pile up in Western Europe at present prices. Produc- 
‘= tion is wavering or falling in Belgium, Luxembourg and Germany. British and 
os French production is close to record levels. Currency problems hamper steel 
Bee exports. German home use is limited by scarcity of business credit. 
1e first Cement is being turned out in record quantities. Housing still is short. 
> taxes, Shipbuilding stays high, is double the prewar rate. 
—_ Railway freight traffic, a good barometer of business conditions, has been 
ese re- pretty stable all year. Freight-car and engine shortage is licked. 
eration 
jot >> With industry stabilizing, there's more interest in costs of operation 
in the throughout Western Europe. Worker efficiency in some lines is improving. 
Sa There's a tendency to weed out the drones in most countries. 
Senate Unemployment, as a reSult, is somewhat higher than a year ago. You see 
Pe: this, for example, in Austria, Denmark, the Netherlands, Spain, Switzerland. 
ch, but Unemployment still isn't a problem in these countries. It's still low. 
present Job situation is a problem in Germany, Italy, Greece and Belgium. 
oe In Western Germany, the number of unemployed has grown steadily this year. 
surance More than 1.4 million people are looking for jobs. That's 7 per cent of the 
ae: labor force. Jobless ranks are swelled by refugees from Eastern Europe. 
(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


Italy's pool of unemployed is shrinking. But there still are 1.5 million. 
Really the figure should be larger. Many unions require factories to employ 
more workers than are really needed. Emigration is one of Italy's great needs. 
too, has many unemployed, many refugees from war areas. Ending 





Greece, 
of civil war should ease this problem. 


Belgium has about 11 per cent of her labor force unemployed. Solution is 
largely a matter of lowering export prices and increasing export sales. 

But, in countries like Britain, France, Sweden, there's little slack in 
the labor picture. Almost everyone who wants a job can get one. 


>> Full employment gives labor considerable bargaining power. So it isn't 
surprising to find prices and wages receiving a lot of attention. 

Prices in France have been moving up Since summer, renewing labor troubles. 
In Britain, wholesale prices are definitely on the rise. Devaluation has 
brought price increases for many British imports. Effects of devaluations on 
internal prices are beginning to be felt throughout Western Europe. 

Question is whether this will upset price stability in countries such as 
Belgium, Denmark, Sweden or price downtrends in the Netherlands and Norway. 

Inflation forces are given a new lease on life by devaluations. Trick now 
in Western Europe is to keep prices, wages and costs down sufficiently so that 
export prices still look attractive in the Western Hemisphere. 








>> Western Europe made little progress building up exports this yeareeecee 

Export volume stayed close to the 1938 level during the first three 
quarters of the year. This is just about where it was late in 1948. 

Total exports--in terms of value--hit a postwar high early this year. 
Then came a slide-off in the late spring and summer. 

Sharpest decline was in exports to the U.S., reflecting the cutback in 
American inventories. Sales to Canada and Latin America were off less. 

But trade between Western European countries has been holding up pretty 
well. Still, it isn't up to prewar levels yet. 














>> Main concern in Europe is with building sales in the dollar area..... 

Countries like Britain and France show total exports to all markets far 
above what they were before the war. Sometimes this isn't realized. 

But, in the U.S. market, these and most European countries have lost a 
lot of ground, compared to prewar days. 

The Marshall Plan countries were the source for one quarter of all U.S. 
imports during 1936-38. Now they account for only one seventh. Here's why: 

Sweden is selling much less newsprint in the U.S. France is selling much 
less brandy and wine. Belgium is selling much less cement. So it is with 
European cheese and cotton textiles and many other products. 

Main trouble seems to have been high prices charged. Devaluation of cur- 
rencies makes it easier now to lower selling prices to the U.S. Strong rise in 
British exports to the U.S. during November shows what can be done. 

















>> But prices on European exports can't be kept down if internal prices go up. 
Prices, wages, costs remain pressing problems for Western European businessmen. 
Only through low prices can their products regain lost ground in the U.S. 
market. Scramble for dollar markets is really just starting in earnest now. 
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INDICATORS OF BUSINESS ACTIVITY 


Business activity is continuing to im- 
prove, drawing new strength from 
consumer spending, construction ac- 
tivity, inventory purchases. 

Steel operations were scheduled at 
94.1 per cent of capacity in the 
week ended December 17 as lead- 
ing producers prepared to raise 
prices. The rate compared with 91.7 
the previous week and was highest 
since May. 

Nonferrous metals remained in 
strong demand. Copper shipments 
rose to 118,146 tons in November, 
the highest this year. Zinc ship- 
ments, recovering to 64,034 tons, 
were just short of their August high. 

Factory output, at 183.6 on the indi- 
cator in week ended December 10, 
had returned almost to the high 
level reached in September before 
the autumn recovery in business ac- 
tivity was interrupted by the steel 
strike. 

Consumer spending at department 
stores rose to 302 on the indicator 
below from 299 the previous week 
and only 257 early in November. 
Dollar sales were only 4 per cent be- 
low a year ago. 

Prices of industrial goods rose to 
145.3 on the Bureau of Labor Sta- 
tistics index in the week ended De- 
cember 13, highest since September. 

Higher prices for steel are likely to 
bring price increases in some prod- 
ucts made of the metal. Building 
materials, for example, include 

structural steel and plumbing and 
heating equipment. Average build- 
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materials prices already have been 
rising as a result of higher quota- 
tions for lumber and cement. 

Construction work started or planned 
late this year is spilling over into 
1950, assuring another good year 
for the industry. 

Dwelling units started in November 
totaled 93,000, a record for the 
month. Building permits issued in 
November indicated that starts 
would be heavy again in December. 

Contract awards for new construc- 
tion in States east of the Rocky 
Mountains, shown in the top chart, 
rose to a rate of 12.18 billion dol- 


lars per year in October and No- 
vember, nearly 50 per cent above 
the last quarter of 1948. Gains have 
centered in residential and public 
types. 

Inventories of durable goods have 
been allowed to fall sharply in re- 
lation to sales in some industries. 

Manufacturers’ stocks of durable 
goods had sunk to 14 billion dol- 
lars on November 1, down 2.6 bil- 
lion dollars, or 16 per cent, since 
February. Stock-sales ratios of some 
industries are sharply below a year 
ago. Most ratios are much lower 
than in 1939-41. Details follow: 


Ratio of Stocks to Sales 


1939- Oct. Oct., 
Industry 1940 1948 1949 
Durables, total 2.41 1.95 1.88° 
Iron, steel & prods. 2.62 1.61 1.63° 
Elec. machinery 250 259. 26 
Autos & equip. 138 1.66 1.24 
Other transport. 
equipment ¢« 2.71 2.36 2.00 
Stone, clay & glass 2.12 1.46 1.35 
Nonferrous metals 2.55 1.67 2.05 
Nonelectrical 
inachinery 3.06 2.78 3.02 
Furniture 2.30 -1.88 2.27 
Other 2.68 1.98 2.07 
Nondurables, total 1.87 1.63 1.65 
*September sales for iron, steel and 
products. 


Low inventories of many metal prod- 
ucts and building materials, together 
with recent price increases, suggest 
that manufacturers and distributors 
will try to increase their stocks of 
such products in the coming months. 
This will contribute to a rising rate 
of production in 1950. 
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* ADJUSTED FOR SEASONAL VARIATION 
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Whispers 


High-Tax Danger for Mr. Truman . .. Why Mr. Kennan 
Is Quitting . . . ‘Louis Johnson’ and 147 Carbon Copies 


Fred Vinson, Chief Justice of the 
U.S., appears more and more to be 
the one who will be tapped by Mr. 
Truman in 1952 as the Democratic 
Party nominee, if the President him- 
self should decide not to try for 
another term. At the moment Presi- 
dent Truman gives the impression 
that he would like to try to keep 
his job. 
kk 


At least two Supreme Court Justices 
Mr. Vinson and William Douglas, re- 
tain an interest in the idea that they 
might be hit by political lightning, 
while three others, Tom Clark, Sher- 
man Minton and Felix Frankfurter, 
retain an active interest in politics 
and political maneuvers. 


xk 


Dwight Eisenhower is to come into 
the I’re of political fire from Demo- 
crats un the ground that he has spent 
his life in Government service, with- 
out meeting a pay roll, and now is 
drawing from the Government the 
equivalent of more than $18,000 a 
year while criticizing the idea of se- 
curity for others. Mr. Truman is a 
bit alarmed by evidences of political 
interest in General Eisenhower. 


ee ee 


The President is being told by his top 
political advisers that it would be 
very dangerous politically for him to 
recommend higher. taxes in 1950. 


Kk we 


Thomas Dewey, New York’s Gover- 
nor, gave one signal that he may not 
try again for the Republican presi- 
dential nomination when he permitted 
his closest friend, Elliott Bell, to re- 
sign from the official family in Al- 
bany. There are growing signs that 
the Dewey organization is looking 
over General Eisenhower as a person- 
ality to which to tie in the future. 


ok 


George Kennan, No. 1 policy planner 
in the Department of State, decided 
to give up his job when he found that 
he had to run the gantlet of criticism 
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from a battery of assistant secretaries 
of state before his plans could reach 
Dean Acheson, Secretary. Mr. Ken- 
nan formerly reported directiy to the 
Secretary. 


x** 


Charles Brannan, Secretary of Agri- 
culture, is chuckling over the discom- 
fort of Senator Clinton Anderson, his 
predecessor, and some other members 
of Congress as a result of trouble in 
applying the new Anderson price- 
support law. Secretary Brannan is 
convinced that efforts to hold farm 
prices high are going to lead to real 
trouble in 1950. He would let prices 
decline, then bolster farm income 
with Treasury checks. 


xk 


George C. Marshall, wartime Army 
Chief of Staff and postwar Secretary 
of State, turned down an offer, re- 
portedly of 1 million dollars, for pub- 
lication rights on memoirs of his war- 
time and postwar experiences. Gen- 
eral Marshall has no present intention 
of joining the memoir writers. 


wok 


Admiral Louis Denfeld, former Chief 
of Naval Operations, turned down a 
proffered assignment to London on 
the ground that it might be embar- 
rassing for the United States to have 
him giving his views on naval strategy 
at meetings of military officials, after 
he had been removed from his office 
for giving those views to the U.S. 
Congress in official testimony. 


x** tk 


Francis Matthews, Navy Secretary, is 
undertaking to isolate or purge all 
high-ranking naval officers who do 
not think like Louis Johnson, De- 
fense Secretary. 


x * * 


To get through red tape in the 
Defense Department, it takes, by 
actual count, 147 carbon copies to 
get a letter from the lower reaches 
of that Department, up to the office 
of Louis Johnson, Defense Secre- 
tary, where his signature is obtained, 


and on its way to Dean Acheson, 
Secretary of State. Red tape keeps 
accumulating. 


* & .# 


Paul Hoffman, Marshall Plan Ad.- 
ministrator, was going to insist that 
“unification” of Europe be the price 
of continued dollar gifts to that part 
of the world. Use of that word blew 
the roof in top reaches of Govern- 
ment. Mr. Hoffman was induced to 
press for “integration” of Europe in- 
stead, to avoid any automatic sugéges- 
tion that the defense squabble would 
be carried over into world affairs, 


xk *& 


Military officials in Western Europe 
are inclined to balk at U.S. plans 
for giving them arms. They are miffed 
because this country wants to give 
them left-over armament instead of 
newly produced weapons. 


x * * 


Demand for U.S. military experts to 
supervise rearming of Western Eu- 
rope is getting ahead of the available 
supply, now that U.S. is stationing 
its own officers abroad to try to keep 
track of what will be done with the 
arms that are given. 


x & * 


Gen. Douglas MacArthur, Supreme 
Commander in Japan, is advocating 
that U.S. either move in to keep 
Formosa out of the hands of Chinese 
Communists or give aid to Chiang 
Kai-shek on a scale that will permit 
him to hold the island. There is some 
thought being given to the idea of 
recruiting unemployed Japanese avi- 
ators and military technicians to put 
some strength into remaining Na- 
tionalist forces. 


xk 


U.S. Joint Chiefs of Staff, after de- 
ciding some time ago that Formosa 
was not vital to U.S. defense in the 
Pacific, now are reconsidering. A 
changed decision depends on whether 
Russia might be permitted to have 
access to this island in event Chinese 
Communists take it. 
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Year after year, so trouble-free 


you never give them a thought... 





THE ICE TRAYS ARE TAKEN FOR GRANTED 


No 


Perhaps the best acknowledgment you could make 


That ALUMINUM LASTS 


Who wants to hear about ice cube trays, 
of all things? 

You do. Those out in your kitchen 
right now can tell you something. 

Nature put them there, by endowing 
aluminum with gifts of lightness, fast heat 
transfer, friendliness to food. But a lot of 
other things had to happen, to make 
aluminum so lasting. 

Alcoa made those things happen 

It took years of Alcoa research to pro- 


duce their rock-hard, glass-smooth finish. 
Years to develop their strong alloy. Hun- 
dreds of Alcoa people searching; hundreds 
more testing the results. So we could say 
“Alcoa Aluminum lasts!” and back it up. 

Those years were worth-while, to us and 
to you. Because today, hundreds of things 
that didn’t use to last, are better buys in 
Alcoa Aluminum. ALUMINUM COMPANY 
or AMERICA, 628M Gulf Building, Pitts- 
burgh 19, Pa. Sales offices in principal cities. 


FIRST IN ALUMINUM 
THE METAL THAT LASTS 





